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Nov. CO SS SSE eee re rrr eg 
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June, ee ee eee 
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PEOCGRRINg LOFMULAG. 66 os cock icc dckis 6382 
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| 


v 
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By Mr. Curnin: -. 


Laerme of me? Danie - [eee 


x think it would be unfortunate, Your Honor, if we 
get to the ont of this case and: vhat we consider to be an 
exnaustive » exacting and expensive cost study analysis by 
Case & Co. on the subject of cost justification ‘that ve are 
left with a situation here or else were arguing about whether 
this total figure as appeared in column 10 of Respondent's 


Ex ssibit 41 represented points or tnits whea that can be : 


resolved very expeditiously een: it 


JUDGE HINXES: cela is now on the record. 


‘You can go on. * . 


Q Mr. Daube, r hs snd you a document which has heen narked . 
Respondent A€F Eahinit 6s for ies iiciadesaniaieete Would you tell 
where that SCENE, cane fron? . 


A xt came from the Borden files ‘in sitions 


Q Prevered i the, ordinary and hess cana course of ite 


business? © 


A - Yes. ~ : : 

Q Are you familiar with documents of this types ur. Daube? 
A Yes. - os ond 3 | 

Q | tax you to read for us the captions that appear ‘above 


the colums that have been nunbered 2, 3, % and 5 if you will. 


a think ‘that caption covers those four columns. : 


L A All over the four colunns is 4 designation of unit fo 


cost. Over column 2 is direct labor. Column 3 is indirect - .. 


a ey 


“ . 6582 
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The questioning hes not shown Mir. Daubs had anything ; 
to do with the cuenanens of these documents or who ‘prepares 
it. a ee Cn ae he PE Se esa Se 

JUDCE HINKES: Mr. Curnin, you have to establish 
witmess ina position to tell us the whys and wherefores. So 
far, all he has told us is this ie a document used in business 
‘and he is very familiar with it, but he has not told us he - 
understancs why one thing is done to reflect sonathing -~ the 
question you just asked -- and we want aad know if he is ‘that 
fend dar or is he giving Us an seletew: or a guess or, r conje 
of ‘some setts: That is the thing.’ a os SSO i bs Or gore ade 

MR. CURRIN: . I might note for the recozd when Comp. 
‘Comnena sought identification of documents and vanes that to — 
have them offered ir. evidence, we had documents atterea in 

evidence wy iitninned who had never seen then i who . 
could merely eay they were records from ‘Borden's files. A. 


. woman was here. 


Documents went in because someone told her to Xerox 


| them. She could recognize the document and knew nothing about 


JUDGE HINKES: tf you want to offer the dccument in 
evidence, fine. Re has 1deHEISISE it as a DUSIRGES-record.. . 
Now, you are zsking him to irs < w 


apparent from the tom of the docurnent and wo have to know he. 


it. 


Y understands what went into the preparation of that document. 


- 4 Re 


yt 
ae 
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Q You understand, Mr. Daube, the ‘information shown and 
reflected on Respondent's Exhibit 65? 
A Yes. | 

Q De you understand the purpes= for vtiich a docunent of 
type with this information is prepared? . : 


- _* ° 48 ag e = * 
Tees. Ge sta ee Ye ‘ 
: ‘ 


How long have you worked ‘for the Borden ‘company? 
“Twenty years or Bectar, 
Would you tell us now how the sateen which appears 
‘in columns 2 through S relates to. the itens whic appear in 
the first unncsbered column? 
A The unit cost factor, formula cost feats is oe to 


or indirect lebor as allocated to each product ace 


'Q This column over here, "All Other Expenses 2 on does 
that relate te the product? . oS 
A The same basic calculation for a unit cost for ali other 
product. a ae tee 
JUDCE ‘HINKES: Let me ask you, Mx. Daube, how does 


this last one ‘aiffes from the Exhibit 91? They are both 


THE WITNESS: Yes. - 


. ‘ 
Fema ee A ee « . e _- 
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JUDGE HIkKES: the difference between then, if you 


LLLP tee 


can tell me just briefly. 


THE WITNESS: The units produced column are the sane 
nn 


, JUDGE HiNKES: I meant what does one show that the 
other does not show? ) 


” HE WETNESS: ‘he one in your hand, no. 85, breaks 
| JUDGE HINKES: I see. Very well, thank you. 

MR. CURNIN: Your Honor, I wish at this time to add 
a page to censiebien A&P Exhibit 41. We did not show the 
second page to the witness. In Xeroxing and in — for a 
clean first pege, we did not include it. © ae nS 

Excvse me, Your Honor, I had the wrong exhibit in ny 
| Need. and it is a two-page document. -. e! Wot: 
Q Let me ask Mr. Daube this esneitehiiis Is page 2 of 
Respondent AfF-65 a continuaticn of the information which 
+ an I lccked et it. It is. 
—Q Is this infornation which relates ‘t ‘Senden ?s Woodstock 
plant? 
ae 


Q Can you read the date which appears = the — right- 


hand comer? 


4 
- 
” 
a 
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MR. MATHIAS: I am ata to object. ‘There is no’ 
on the document which shows this relates to the Woodstock p 
If Mr. Daube ‘is to testify to what this document is related, | 
I think he las to be qualified to do so. There is no showing 
he has knowlege or spawns in the preparation of this 


document. 


I would ack that the last answer be stricken on that 


JUDGE HINKES: I think I will have to strike the : i 
answer of the witness inasmuch as there is antag to indicate 
that this witz:ess is in a Leg to answer the eicnainns what. 
wes posed.- ! 

‘‘ sl Pla wots Hi rh ie mie 

Q _—+dDo you heve  infornation, Mr. Ri on which you ‘can 
Woods tock plant? 7 

' A + The quantities, the colwnn 1 of this exhibit, cuantities 

' produced. +-= ; 

MR. HMATHEAS : I will ask the question be enswered tha 
was put to Mr. Daube and that is does he have inforsation that 
would eutadticd that this deals witn = Woodstock Fiant. 

JULCE HINKES: beg want a yes or no answer. I | 
think that is appropriate. ee 


THE WITHESS: Yes. .- 
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: By ‘Mr: ‘Curnin: a ° ek ae ae : oS 


aremmvenny amsmnveceasorer ss rac, swemnedba 


Q Tell us what that’ infox atte a 
MR. MATHIAS: Your Honor, I would ask the witness be 
linitea to his own personal _ mewLeage is: oe to this 
question... - | van an 
JUDGE HINKES: Yes, of odie that go2s for all of 
the questions mat are proposed to you, Ne. Daube. We want. 


answers based on your own “personal Knowledge. ° 


THE WITNESS: Colunn 1 on Exhibit $3 quantities 
okies, asrts es with Exhibit 41, Your Honor. 
—_—< $$ ___—_—_—_ near 


Seseann 


JUDGE HINKES: Exhibit 41 is Woodstcck? 

THE WITNESS: [a 
By Mr. curnin: So) oe oe : a co care De : = E 
eg tI hee yeu =r document that — been | taent? fied as . 
me nt AGE Exhibit 66 for identification and ask you if 


you can identify that for us. re 


; A Yes, this | decument: has | the Borden caper files in’ 


" Chieago.- ot), ct ee eS a 
From the » Chicago fires? Lee aoe, 


Yes. i . 


‘° 


‘ aS Rete Rei me ca . 
Yes.: ud ornare : 
4 
@ ry 


iv te 


Q 
Q Prepared in the regular « course of aigl mustnake? - 
Q 


ae ute that ia some of these pages ewe handwritten 
notations. Can you tell us ‘whose handwriting is reflected the 


ana if the handwriting + was on ‘the document meer 1 to the time it 


‘ood ae 


Le pence meng ee re re re nn 


Be eee ae ee ean aaa o= 
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1 || By Mr. Mathias: 


Did you personally make a cheek of ‘that file? 

Ho, I did not. Ft was done’ ander my direction. 
‘mo did the search? 

Me. Warde | 


Is he in the CoZumbus office? 


In chicago? 
Ho, he is in Detroit. - 
Where were these files when lire Ward reviewed then? 


Chicagoe 


Q 
A 
Q 
A 
Q 
A No, he is not. ~ 
Q 
A 
Q 
A 
Q 


Did tir. Yard give you any list of the decinaies that were 
in these vazious files? 
A Fle did not. | 
Q On what dssis was this particular document selected fron 
the Chicago files, if you know? 

Counsel's request. 

-What was the nature cf that “request? 

ace with counsel he thought it would be helpful. ~ 
Q, In ovher words, “as this request = *o you? 
A At the time it was made to Ti. Ward, and through Hire Ward's} 


+ 


supsriore 


Seer 
« 


Q When you say working sith Hr. Ward, counsel felt this would 


be helpful. Are be referring to ASP counsel? , 


A Et dan’t answer that "specifically. I don't know whether 


ee toe ee OTS Ne CEE ee ee em amne os 


Testimony of: Rona +6 Daube 67GS 


2407 


Q Who actually did the selecting of the document, ?x. Ward 


it was A&P counsel or our own counsel. 


or counsel? 
AT don't know. : 
Q Do you know whether Mr. Ward was reviewing this file 


individually or did he have help in reviewing the file?» 


A I don't know. e ee eee 
Q 


| Do you know whecher AEP counsel assisted in going through 
this file to select cut decuzcnts? 
a 2 don't know. ee 
UR. CURNIN: Your Honor, I = object to ary more | 
aucatines along this Line. I don’t see where it has ary oy 
relevancy whatsoever. i : 
MR. MATHIAS: I am trying - aiteratas the completenes 
of this dcoumene: I have been told it was selected out by 
Nees Ward from a large file and possibly along with counsel. 
I balieve I am entitled to find out whether or not the} 
— been a very selective singling out of this dociment 
as compared to an catire document. I believe it is quite 
;mscerial as to tha reliability of this docwnent, its meaning. 
7 JUDGE HINKES: I am going to allow it. You may 
cortinuee | ae ‘ 
By Mr. Mathias: 
Q Do you recall the question? - ? , 
JUDGE HING$: ‘Thexe was no question. There was 


aoe s. 
wee 
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branch of the Chicago region. 
Q On the inside and directing your attention to the long 
yellow sheet dated March 1968, route W-4 and going from there 
to the last handwritten entry --~- 

MR. MATHIAS: Excuse me. The date is March 1966. 

MR, CURNIN: ‘That is correct. It should be March 
1966. 
By Mr. Curnin: 


Q Directing your attention to the last handwritten entry, 


§3 
38 605-1/2, can you tell us what that figure represents? 


A That represents a total of the wholesale points and 


packages sold for this period. 
.@] In the month of March 19606? 
A Yes. 

JUDGE HINKES: You say total wholesale points? 

THE WITNESS: Yes. 

JUDGE HINKES: It is written on the line entitled 
"Retail Points." 

THE WITNESS: If Your Honor will notice, four or 
five lines above there is opposite the side notation, “Whole- 
sale Routes." There is a route that says total points. There 
are two lines with figures and those are total packages. It 
| was the practice to show the total points and total packages 
as a total fro the route. In this instance, Chey dace it 


on the line that said "Retail Points." However, this was a 


} 
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wholesale route and would have no retail. points. 
JUDGE HINKES: You may continue. 
By Mr. Curnin: 
Q The description "retail points” does not in fact describe 
the entry 83,605-1/2? 
A It does not. 
Q Thank you. 

JUDGE HINKES: Is this already in evidence, Mr. 
Curnin? 

MR. CURNIN: It is not, Your Honor. The route 
books were used as backup or source material. None of the 
route books have been offered into evidence. 

JUDGE HINKES: I sée. 

By Mr. Curnin: 

Q Mr. Daube, I show you a page marked Respondent A & P 
Exhibit 72. It has been previously identified as an expense 
ledger for various locations within Borden's Chicago metro- 
politan region. It shows expenses by location aid account 
number. 

MR. MATHIAS: May Complaint Counsel see that page? 

JUDGE HINKES: Yes. 

By Mr. Curnin: 


Q Can you identify for us by looking at this document the 


location referred to there? It has a number 723, 


A It represents the O'Hare branch wholesale store delivery, 


} 
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| expense, 
Q There are various items of expense listed here under the 
lefthand column entitled "Detail." Would you tell us what 


expenses are recorded in account four entitled "Wages-Salesmen'|? 


| wrong page. I would like to get the copy in front of me that 


| MR. MATHIAS: Your Honor, excuse me. We have the 
' 
| 
i| 
{ 


the witness is testifying from. 

JUDGE HINKES: Mr. Curnin, has this exhibit 72 
been received into evidence? 

MR. CURNIN: It has, Your Honor. This was an 
exhibit which was identified and offered through the wituess, 
Mr. Daube. May we proceed? 

JUDGE HiNKES: Yes. 

By Mr. Curnin: 
Q Directing your attention to the items of expense listed 
under "Detail", an account for wages and salesmen,: would... 
you tell us what expenses are recorded in that account? 
A 
business. 
Q Dropping down in that same column to account number 36, 
"Travel Expenses", what expenses would be recorded there? 
[A It would be the traveling expenses of those salesmen 
| charged on this account. , 
: Q Wholesale store accounts? 
A 


Yes. 


— ee 


— 
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By Mr. Curnin: 241 I 
Q Was this document prepared by Borden in the regular 

or ordinary course of business?. 

MR. MATHIAS: I object again. 

JUDGE HINKES: I think this question is appropriate 
although it is leading. I think it cannot be phrased other- 
wise, only by going through a long discourse on how documents 
are prepared by this company. The witness will answer. 

THE WITNESS: Yes, it was. 

By Mr. Curnin: 
Q Were there similar documents for this account showing 
the same expenses available for the period January through 
April of 19657 
A No. They were not: available. 
Q You could not locate them?’ 
That is right. 
Would you tell us again what nies ee here? 
Product handling and loading expenses for the Woods teck 
| plant. 
Q Does this document reflect any depreciation charged to 
loading expense? 
MR. MATHIAS: Your Honor, I am going to object in 


that the document speaks for itself. There is a chart of 


accounts in evidence in this record. Mr. Curnin is asking 


Mr. Daube to take an extensive look and test his memory 


[uve 
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sales function would have theirs recorded in subaccount 36? 
THE WITNESS: That portion -- that portion in 36, 

but that portion that related to store business would be in 

the 23 account 36. | 

By Mr. Mathias: 

Q Mr. Pergler -- did.the branch manager serve any function 


| other than sales functions? 


had travel in connection with any of his other functions? 
A Yes. 


Q Did he have to travel in connection with some of his 


A Yes. 
Q Do you know from your own knowledge whether or not he 


other functions? 
A Yes. 
Q . Do you know to the extent that Mr. Pergler had to -- 
do you know whether or not Mr. Pergler had to travel in con- 
nection with the supervision of the operation of his routes? 
MR. CURNIN: Before we get into questions of Mr. 
Pergler, mayke we can put this in proper context. Have the 
witness identify Mr. Pergler. Have Mr. Mathias offer a 
description of what he did. At this point in time in the 
record, we clearly understand Mr. Pergler's relevancy to this 
inguiry. We do not understand -- 
MR. MATHIAS: Mr. Pergler was the branch aknnguc 


of the O'Hara Branch, 
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Mr. Daube tells me that this involves the travel 


expense of salesmen, as well as of managers engaged in sales 


activities. This is while they are so engaged. 

My question to you, Mr. Daube, is, assuming that 
your answer relates to March 1966, which is the subject of ou 
Respondent A&P's Exhibit 72, do you know whether that treat- 
ment was similar to other periods of time prior to March 1966 


That is to say, before March 1966, did item 36 consist only 


Nt eager 


of the travel expenses of salesmen and of branch managers 


while engaged in sales activities? 


—_— 7 mente eee ee eee 


THE WITNESS: Yes, ‘it aia. 

JUDGE HINKES: How far prior to March 1966 was that 
the practice? 

THE WITNESS: The intent of the account, Your Honor, 
is to absorb the traveling expense seat of salesmen and 
managers involved in that activity at any point where we 
utilize that particular standing order number, which is 36. 

JUDGE HINKES: That was for some indefinite period 
long before March 1966, as weli? 

THE WITNESS: Yes, sir. 

JUDGE HINKES: That was therefore true in May of 
1966, wie it not? 

THE WITNESS: It appears to be true; yes, sir. 

JUDGE HINKES: Perhaps you can carry on, Mr. Mathias. 


By Mr. Mathias: 


| | ah. ari! (ae 
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A They may have had schools, small restaurants or confecti 
ary type stores -- a drug store. 

Q Bakeries or delicatessens? 

A It could. 

Q If these routes aia in fact serve this type of account 


as well as store accounts.in March of 1966, would the salaries 


of the salesmen include the salesmen work in contacting these 


customers? 


A Yes. 
MR, CURNIN: May I have the witness' answer read 


JUDGE HINKES: Would you read it back please? 


MR. CURNIN: I will need the question. 

(The record was read by the reporter.) 

MR. CURNIN: May I have the preceeding question and 
answer, Your Honor. 

JUDGE HINKES: All right. 

(The record was read by the reporter.) 
By Mr. Mathias: 
Q Mr. Daube, in March of 1966 in the Chicago region, O'Hare 
branch, what did a salesman do? 
A He contacted new customers. He contacted existing cus- 
tomers. On occasion he could perform a credit. function in 


that he might go out to ccllect money, if necessary. 


Coe | 
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Q His principal employment was contact work; is that corre 
sir? : | 
MR. CURNIN: If he knows, Your Honor. 
By Mr. Mathias: : 

Q If you know? 


A His basic function was to develop and obtain new business 
EL TE a eI rset ce TE TNT 


for the company. 
a 


Q Was a salesman paid at this time on a straight salary 


basis? 
A To the best of my knowledge, yes. 

MR, MATHIAS: I have no further cross. 

JUDGE HINKES: Redirect, Mr. Curnin? 

REDIRECTS EXAMINATION 

By Mr. Curnin: a” 
Q I show you Respondent A & P Exhibit 185, page 125 and 126 
During your cross-examination there were questions about 
cents omitted and what heme represented what. Your 
testimony is the figure opposite sales volume 591,943 repre- 
wien points? 
A Correct. 


® qex* 
Q The ,figure starts with sales total 109,421, represents 


dollars? 
A Yes. 


Q The figuresdown the column[? the five million figure 


represents dollars? 


iw : 


} 
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| be interested in having this on the record for a complete dis- 
closure. Why do we shadowbox? I have said three times I 
will rephrase the question. , 
JUDGE HINKES: You may proceed, 
By Mr. Curnin: 
Q Addressing myself to the salaries of salesmen who solicit 


restaurants, hotels and institutions in March of '66, to what 


MR. MATHIAS: I must object as being beyond the 
scope of cross. 
MR. CURNIN: I think not, Your Honor. 


JUDGE HINKES: You may answer. 


THE WiTWESS: it would be charged to location 725, 


account 023, bulk wholesale at O'Hare branch. 


JUDGE HINKES: It would be charged to 723, account 


THE WITNESS: No, sir, I said 725. 
JUDGE HINKES: Thank you. 


MR. MATHIAS: Your Honor, I would point out the last 


{ 

testimony of the witness was far beyond the scope of direct 
| 
i 
argue on rulings. 


or cross-examination. We have brought an entirely new account 
into this matter. 


MR. CURNIN: The court's rules is you should not 


account were their wages charged? _ 


MR. MATHIAS: I am not arguing on the ruling. I am 


Zw 
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A To the bast of my knowledga, all of tho primary or 
principal compotlters did, yes. 


Q To your knowledge, did thaze compati.tors of Dean 


Gaviate from the published price and discount schedules 
in an offort to obtain business? 4 
A Why they deviated, I would only be assuming, Mr. 
Counsal., It méght hzve bean to accomplish tha purpose you 
arg tulking ahout. It might havo been beiceuso a compoatitive 
price was cffored from sonowhore alsa that required them to 
_ adaviata fron it. 
Q Bue they did auviute from the publichad discount 
schadula? | os 
A Yos. i 
Q Vasa that true of tho Borden Company during this period 
ef tine? ° 
/*. ek 
Q Can you tall us, Mr. Dean, who is the first te intcoducs 
privat:a lebol milk in tho Chicago market? 
A x take it when you say privats lebol, you meen a 
house controlled brind and not simply an unnaned brand? 
Q Yes, thet 18 correct. 
A cho fixe one we can vecall, or I cen xecall, in 
: Chics, £5 ous W2 weneged for Jow»l Food BTOxw3 uncer tho 
ams of Yuuway. This wea in ths oairly 1950's, 


Ce 
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Wes that in all sizos ‘or just ong aiza? Was it in 
“1G quart, hals gallon, galloa? 
A. Ky recelivetion iu it was in the quarczs and half 
gallous. 


.@] "fo go back to tho 1950's, when this was first 


* 
ND EN et am 


Zatrocuced, what was the wholesale cost differential 
betwoun tho Yummy lebel and tha Dean lebnl? 

MR. CURNIN: Objection, Youx Honor. Far beyond the 
scope of ths direct examination. 


JUDGE HINKES: I don't think this witnass.. was 


. 
netic. «tt sn te nN tT eee ete I, ta eee 
ee ee 
ne a NT 


questioned about eny costs as such. 


MR. MATHIAS: Ho was quos¢ioned about the costing 


A Se an ema nt 


of Javel of this product and I think this opons up the 
door -- i% is rvelavant for a full inquiry to find out what 
the cest differential was to Juwel. : 

JUDGE HINKES: It may be relovant but with the 
ground rules that hava beon laid, % must insist that the 
cross axsminzntion bo limited to the area of the dizect 
ommninetion amd I will have to sustsin the objaction. 

By Ky. Mathias: 


Q Nz. Dean, you were askad sens quostions concaraing 


| 
| 
| 
| 
i 
H 
| 
| 
| 
H 
: 
| 
| 
: 


Bean's sales to Contrelln etoros and Grocorland stores and 


| 
| 
a 


the munkey of clones that ware involved in your sules to 
thasa 2 voluntary yyuups. In tha caso of Cuntrella stoves, 


G24 Dian aiirves cwesy Comeslla sta1a? 


Se wee oe Se ee a Dea ee ee oe 
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A No. 

oO Auil in Gho cass of Gruocarland, did Doan serve all 

Grocee land stores? 

A Via saxved all of the bigger ones. Wa couldn't afford 

to serve tho small ones. : 

Q You did not sarve the entira voluntary group? 

A No. 

= Nov, Mr. Dean, you ware asked some questions concerning 

your familiarity with Borden's pricing pelicios end their 

discounzing policies. How would yeu bacema ecquainted | 

with the pricing practices of the Bordan Company? 

| BR. CURNIN: May I havo that aubibebs read back? 

JUDGE HYNKES: Would you road back zvhe question? 
(The pending question was read by tho reporter). 
MR. CURNIN: I would chjoct to that quastion, Your 

Nonox. Yaniidarity with Borden's pricing policies -~ £ 

think it is 20 bread it may be incapable of buing answered, 

but in any event, my quastion was limited to Bordan's use 


by Bordan cf 2 publishsd discount schadule, daviektions from 


e discount schedule. I did not go througa tho general range 


‘ 


of Bondengs priciLag policies, 
JUPCE WINKES: “hat is corxect. I think you will 

bave to Limit yourself to Chat partAculer subject matter. 

E think thet pehelag peliclags cavers a vary eech grostor 


aran tush oleply pubideid pricas and daviations therofvom. 


) 
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| MR. MATHIAS: Well, by -- strike that. 
| By Me. Mathias: 


Q Mr. Doan, how would you bacoma aware of daviations by 


| 


4 Borden from their publishaud discount schedules? 


5 | A Wa might beth sarve some Cantvolla stores, for 

| instance. The minute you gat inte that position, everything 
you put out gots to vovr competition, if they are serving 
othexones thin what they put out ultimately is made 
availabla to you, not by Bordon, but the customers that 


raeceiva than. 


| 


Q Y£ = customer raceives an offer from Bordan, that 
customor would report it to Dean? 

A Zé it was move advantageous than the prices he was 
getting from us, yas. - 

Q Would this always ba a deviation from Borden's publishad 
discount schodula or might it be Borden's published discount 
scncaule? 

a 4 could ba either. 

La) iz. Daan, you mentioned Che Geperionse of devel: in tha 
3950's whon it reduced the pricoa on Yuwsmy and orented 

a G3 £¢arontiel botwann Yuumy end tha Dear brund. After 
Jeuel ocond Lts am dairy and staextza producing’ ite own 


mitt: aad valling Les own milk in its stomes, do you recall 


whathas, uk avy thos, 46 ceduend the petes on milk? Z 


Bk. CUMNEN: Chieckion, Youxy Eo.or. Gna is to 
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foundation. Two, it is beyond the scopa of Aixact. Ho 
was asked only about Jewol's rotail pricing at the time of 
tha introduction of private label in the oarly 1950's. 

MR. AVHTAS: XY think I should 53 eble to — 
wheather ox not Deun, at any othor time in the course of 
the tim> pericd covexad by Mr. Curnin's direct, reduczd the 
price on private labol. 

MR. CURNIN: Doan or Jowsl? 

MR. MATHIAS: I megan Jewel -—- exovus]a mo. 

JUDGE HENHKES: I think this is sufficiently . . 
tied in to what this witnoss has Sicaaay seeks about and 


I thins I should allow it. 


MR. CUHNIN: May we osteblish foundaticn? 


= 


BY Mr. Mathias: 
0. Do you racall the question o& would you like to hsve 
1@ vond back? 
A ‘Tt would like to hava it read back. 
Q Would ths roporter pleass read tha question back to 
Me. Doan? 

(Sho pending question was reed by tha reportar, - 
as folileavws: 

“fic. Dian, you wenticnid the experiance of Jowal 
Zn 42¥0 1950°6, when i¢ seduced tha prico en Yurmy and 
ecrentetd a dithiecetdal botwaea Yury and tha Doan beand. 


Reber Cel eputeud 403 owa daisy and stexied produciag ses 
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xecall whathar, ni say time, 4% reduced tho price on milk?" 
/ , 
TG WITNESS: As of this momunt, I don't recall. 


eny on milk us milk. . a oon 
By My. Mathias: Sing 


Oo Miz. Daan, during this period of time which you ere - 
being quastionsd, particularly between 1955. and 1970, aid. 


° 
~ 


Dean attonp:, in ics sales to its various customers, to 
‘ & :-¢ 4 


adhera to its published price lists und digcount uchadules? 


own milk end sslling its cwn milk in its stores, do you 


A Yso. Thas was tho purpose in putting thum out. 
fe) Now, Me. Donn, you moutionsd thnt Deun sold primarily 
through veted] qGuOoCeEry stoeras -~- vholosale to votail 
stores, und whore you did acquire rotall businass 
cnetitutional bosiness, you attomptad to gat rid 
of 1t os socn as possibic. Now, in the. Chicago avoa, 
Bous Dean Bell to schools? 
A No. 
Q To restaurant cheins? 
A Ne. 
To whelines 
it as puri of the company's sales program. We have 
dictrikutere who may sull to schools, I den't know. We 
woulda'ts know of thom. Thoy moy soll ¢o airlinus, wa wouldn't 
kriow of thom. We dy act, @s pare of our Gup caxtprny opsetion 


. Sane Cyos ox an wrc31st. 
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No fuxther cross, Your Honoz .. 
MR. CURNIN: Ono question, Your Honor. 
REDIRECT EXAHINATION 

By Mr. Curnin: 
AY Did tho Dean Cempany doviate from its published 
price and discoant schedule during the period 1965 to 
1970? 
A Yos. 
Q No further questions. 

JUDGS HINKES: Anything elsa, Me. Whits? 

MR. WHITE: No questions. 

JUDGE HINKSS: Thank you. You mey stop down. 

(witnecs excugad). 

MR. CURNIN: ‘Phat inti din sole nahin of 
witrasseas for today, Your Honor. 

JUDGZ HINKES: In which case wa will racoss for 
the aay. Wo ava scheduled to start tomorrow with a witness. 


That is zat for 10:06 a.m. Is that correct? 


eee = en eee ete «> OnE ame 


_ 


MR. CURNIN: “hat is correct. 


SUDGS HINKES: Vary wall. We will bx» in recess 


until chat ¢4m0. 


eee ere me 


(uhavaupea, at; 3:15 pem., tho hoaring was recossed 


See See a Oe Sn SE ~ SN 


wwt31 °.0:00 am., Thussdcay, Mavch 14, 1974). 


See EE RE ET a nn NNN 
nS ee 
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Q Did you solicit Consolidated Foods? 
A Yes, sir. ne 

Q Would you explain what icine ieacai Foods was at that 
time? | ee | | 

A Consolidated Foods was a grocery warehouse that scutes 


independent groceries with their supplies of groceries. 


items through the warehouse? 
: This warehouse was located in the Chicago area? 

a Yes. | 

Q And the customers they served were located in the Chicago 
area? 


Yes. 


[ They had buying programs so that they could purchase other 
| 

| 

| 

| 

{ 


| 
| Approximately when did you solicit that business? 
| Early in 1968. 

With whoa did you deal at ._. consolidated Foods? 
Principally with a gentleman by the name of Dell Johnzon. 
What was his eer or position? 

I do believe his title was Sales Manager. 

Did you have more than one meeting with him? 

Yes. - a | =e 

Approximately how many did you have? 

I would say in the course of ebtaining the business we 
have had seven or eight meetings with hin. . 


These were meetings generally between you and Mx. Johnson?) 


» 


7167 
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And also with the sales manager, Chicago, James Jensen. 

Mr. Jensen went with you on these calls? 

Yes, sir. 

Did you quote prices to Consolidated’ Foods? 

We made a. proposal, yes. 

Was this proposal at Borden's list price less a discount? 
A Yes. 
Q What was the discount that you quoted to Consolidated 
Foods? . 
A If I can recall, it was approximately 35 percent less, 
lus two percent to the warehouse. | 
Q What was the two percent for? 
A The two percent was for the warehouse to do the billing 
and also pay for the milk. | 
Q nid the warehouse Scan mem the payment? 
A They guaranteed the payment of every drop of ‘milk we 
poreerenn 

These we're not stores owned by Consolidated. 

No; sir. 

these were their customers? 

Right. They were all independent groceries, 

You secured this business? 

Yes, we did. 

How weve the delivecies made, to the warehouse? 


No, to the stores. 


, 
(em) 
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Yes. 


Was there anyone else there? 
No one else that I recall. 
What was said at that meeting? 
That we were not competitive ie we did not get the 
‘business. 
Q Is chet what Mr. Diana said? 
A That is correct. 
MR. WHITE: Can we go off the record a moment? 
JUDGE HINKES: Yes, off the record. 
(Discussion off the record.) : 
JUDGE HINKES: On the xecord. 
By Mr. White: 
Q Mr. Dischner, I hand you a document which has been 
er for identification RBX-22-A through U and ask you to 
briefly examine it. 
(The document referred to was marked Respondent 
Borden Exhibit 22-A through U for identification.) 
MR. WHITE: Your Honor, would you like an extra 
copy? 
JUDGE HINKES: Yes, if you have one, please. 
By Mr. White: 
Q Mr. Dischner, could you tell us what RBX-22 for identifica 
tion is? 


A This is a copy of a proposal we made to the National Tea 
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tores for their business. 
Q Vas this proposal submitted én nations Tea on or about 
the date it bears? , — 
A tea; sir. 
Q pid you have anything to do with the presentation or 
submission of this proposal? ; 
A Very much s0. . : 
Q Would you please explain to Judge Hinkes what ‘i had to 
| do with its presentation? | | 
A «6 Between James Jensen and I we put the whole proposal 
together and went down and submitted it to National Tea. 
Q You have testified that it was submitted on or about the 
it bears. 
Yes. 
To whom. was it subaitted? 
MY. Andrews. 
He is the gentleman referred to in RBX~22-B? 
In the cover letter, yes. , 
where did the meeting take place? 
At their offices, Division Street, Chicago. 
At the address sine. babhees on the letter? 
Correct. : : 
You present, Mx. Jersen was present and Mr. Andrews? 
Correct. | «a : 


Was anyone else present. 
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No one else. 
Woltild you tell us, if anything, was said at that +t 


mecting? 


A We went through ovr whole proposal to try to obtain the 


business. 


Q Before this meeting with Mr. Andrews on about November 21, 


1368 had you met with him earlier? 
A Yes. 
More than once? 
z wont say we called on him at least twice before we 
the proposal. 
In what general period of time would those calls have > 
been? 
A Approximately a month prior to the proposal. 
Q When’ you say we, you mean you and the. deneus called on 
him. ) 
a That is correct. 
Q Yould you tell vs what, in gencral, those one or two 
isits involved? | 
A Talking about their overall business, gatting a store 
isting, where all the sotres were located, seeing “a 
labels they wanted to use. a 
Q Who was serving National Tea at that time with milk 
pxocucts? : 


Hawthorn meJj.ody. 


ee cee ome te 


| Testimony of Eugene =e 2429 2173 


Q Borden was not serving this account? 
A No, sir. 
Q Subsequent to submission of the proposal marked RBX~22, 
did you have any further conversations with tr. Andrews? 
A Yes. 
Q About when? 
A I would venture to say a period seven to 10° days after 
| the proposal was put in we called back on Mr. anaeeiin to 
see if we were —— in getting the business. 
‘s Again, when you say we, that was you and Mr. Jensen? 


That is correct. 


A 
Q What was said? 
A 


That our prices were not competitive and, therefore, we 
were not successful in obtaining the business, 
MR. WHITE: Your Honor, I offer at this time RBX-22 
A through U. 
MR. STONE: No Fer oa 
JUDGE HINKES: RBX-22 is received. 
(The document referred to, Heretofore marked for 
idantdfica‘:ion as Respondent Borden Exhibit 22 A through 
U, wes received in evideneec} : 
By Mx. Whites - 
Q Mx. Dischuocr, are you familiar with the wholesale account 


known as K-Mart Foods? 
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Q When you came to Chicago in the eens seit of November .- 
1967 wae Border. selling to any K-Mart Food stores?. 
We had just started. 
What city was that store located in, do you recall? 
No, I don't. | | 
I hand you a document marked for identification as . 
: RBX-23~-A and 23-B and esk you if that refreshes your caine 
tion as to location of the K-Mart store. 
(The ocument referred to,was marked Respondent 
Borden Exhibit 23 A and B for identification.) 
THE WITNESS: Yes. 
‘By Mr. White: 
' Q Where was it located, six? 


A Hammond, Indiana. 


Q Would you please explain to us, if you can, what is the 


document ‘marked RBX 23 A and B. 
A This is a standard pricing page that K-mart used. 
9 You described the form but saint does this particular one 
represent? 
A Pricing that we wore selling them milk for in that store 
in Hammond. | 
Was RBX 23 or the original thereof submitted to K-Mart? 
Yes, sir. 
On or about the date it bears? 


Yes. 


Q 
A 
Q 
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This was done by your staff? ah 

This was done by Mr. Jensen under my direction. 


Before this document was submitted to K-Mart, were you ie 


edvised as to the circumstances surrounding Borden's pricing 


to K-Mart? 


x 


Q 
A 
Q 
A 


Yes. 


By whom? 


Jin Jensen. 
What did tell you? 


These were the prices that we had to have to meet 


competitive conditions in the store. 


Did he tell you who the competitor was? 

Yes. 

Who was that? 

Beatrice cilities ;: inal 

Meadowgold is ¢heir name or. style under which they sell? 
That is correct. , 3 ; 

Where was the Beatrice Plant located? 

Joliet, Illinois. 


During this period we have been discussing nanely 


November 1, 1967 throvgh the end of 1968, was Meadovgold 


brand milk being sold in the Chicago area? 


A 


Q 


Yes, it was. 


You mentioned Meadowgold was the competitor, Was K-Mart 


also buying from Meadovgold? - =. ot 
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1 A Yes. 

21 Q So the K-Mart store in Hammond, Indiana was selling both 
3 orden and Meadowyold. 

4 A Yes. 

sii Q Subsequent to 1967 did Borden make sales to K-Mart at 

6 the prices shown here? 

7 A Yes, sir. 


8 i} Q I direct your attention down the page to a line that 


9 || starts “Discount and a@llowances.*® 


10 | A Yes. 


1 4 Q What discount, if any, does this indicate that K-Mart 
12 || was given from these prices? «, 


13 | 3 Five’. percent. 


14 MR. WHITE: Your Honor, we offer RBX-23 A and B. 
15 MR. STONE: No objection. 


RBX 23 is received. Hae 


JUDGE EINKES: 


(The document referred to, heretofore marked for 


identification as Respondent Borden Exhibit 23 A and B, 
was xeceived in evidence.) 


By Mr. White: 


21 Q Mr. Dischner, dauring the period October 1, 1967 through 
December 31, 1968, did you ever have any discussions with any 
cepresentative of A&P regarding the price at which A&P would 


or intended to seil private jabel milk preducts at a store? 


A No, six. 


i 


2 


3 


4 
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Q You ses gave testimony regarding competition that you 
{ 

experienced from your major competitors and you identified 


them in your testimony this same period of time, it. was true, 


was it net, that Boxden had both a published list price and a 


published discount schedule? 


A A Yes. 


Q During this period of time, did Borden deviate ‘xom and 
have to sell below the published discount schedule? 

A ‘Competitive activities reguired that we dia. 

Gq . pid competitive activity =e such a selling below 


the published discount schedule on a fairly regular basis 


‘ during this period of time, November 19, 1967 to December, 
1968? 


A When you say fairly regular basis, I would say yes. 
MR. CURNIN: No further question, Your Honor. 
MR. STONE: Your nies, the witness has been en the 
sand for quite gonetime and it is shuedbas attesndon. rt 


suggest we take eur luncheon recess now and perhaps commence 


8 
se 


with exe: s-axauninatioa after the luncheon. 


MR. WEXTE: Your Honor, if it is not inconvenient 


ye would Sie So fend; oie baw pode ithe te ge Keck. 


JULGS HINKKS: Off the ‘record. 
(Discussion off the record.) 


JUDGE HINKES; On the record. We will take a short 


‘yecess at this time. 


(XY 


17 
18 


19 


20 ; 


21 
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Compleint Counsel has had an inadequate notice. 

On the ozher hand, to allow Complaint Counsel the opportu- 
nity fox deferred oross-examination in view of the belated 
notice to oveizcome some of the difficulties this has occasioned 
for him. Perhaps the solution is not ideal, but it is the cnly 
way that I can pessibly reconcile the two different difficultie 
kere, the difficulties of lack of notice, the difficulties of 
sess essential testimony. 

Perhaps Seecetnk Counsel will find it unnecassery to 
zsk for deferred crcss-examination; I would hope so. Perhaps 
he has been sufficiently prepared for this testimony deebieg 
the ee notice. | 3 ; 

In any event, I will hear from Complaint Counsel, after 
Cr. Graham has completed his direét examination.. 

I hope that my ruling is clear, ander the circumstances, 

I will ask Dr. Graham to take tne stand. 

D. McDONALD GRAHAM was thereupon called as a witness 
for the Respondent and, having been eps duly sworn, testified 
as follovs: : 

JUDG: HINKES: . State your name, please. 

Mr. THE WITNESS: .D. Mcfonald Graham. 
DIRECT EXAMINATION 
Ey Mr. Curnin:. 


c Will you give us first your home address and then your 


cd 
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business address? 

A My home address is 1105 South Glenwood, My business 
address is 1-74 Agwziculture, Department of Food Science and 
Nutrition, University of Missouri. 

Q Ate you associated with the University of Missouri, 
Docotor? | 

A I am employed by the University of Missouri as Professor 
of Food Sciences and Nutrition and Chairman of the Sales — 
Department. . 

Q Would you repeat that? " 


A Chairman of the Department of Food Sciences and Nutrition. 


Q How long have you held that dual position? 


A Since June 15, 19694 Loe ee 


Q What courses have you been teaching at thn deciversdty of 
Missouri? : Le 

A I tesech courses related to Nutrition, food quality, qualit: 
control, food additives and fortification of food products. 

You talk about fertification of food products. . Would 

jaclude milk and daicy products? 

Tt wyould. 

You mantioned also, - Dr. Graham, you are Chairman of Food 
Science and Nutriticn Senacvednt sk the University of Missouri. 
What axe your duties and setae tetas as Chadenen of that 
Department? | 


A és Chairman of the Department I have the administrative 


rene 
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r2sponsibility for all of the programs of che department. 
Th2se include the research program which. saweives 10 excerieant 
station projects. It includes the supervisioa of the teaching 
£anction and participation in teaching as already indicated 
aid supervision of the extension function, sometimes described 
as the continuing edvcation function. - : 

ize) Have thocee expériniats that you have referred to concerned 


milk and dairy products? 


A There is one project in which I am a direct participant 


which is entitled "Formulated Foods" which involves the pre- : 
‘paration of fcod products fortified with various nutrients 
and co:;pounded from 2 variety of food materials which would 
inelud2 milk end daizy products. 

Phere are other projects under ny jurisdiction that are 
conducted by members of my staff which deal directly with pro- 
cessing, cleaning and sanitation of milk equipment, and the 
éngineering aspacts of milk and other food processing. 

Q “You talk about she engineering aspects of food end other 
pioducts. Weuld that include the eegineering involved, for 
example, in the pasteurization and homogenization of rew milk 
into fluid milk? 

A It would. But ost specifically zt the present time 
related to the cleanability of such equipment. 


Q In connection with your role as professor and/or as thos 


man of the department, do you conduct seminars at the Universit 
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of Missouri ik if so, in what acea? 

A I conduct seminars as part cf our graduate sisterwethees 
progrems. These vary From one seméster to another. | Usually 
involving ths genezal techniques of research. I lecture in 
those semina:s with regard to food additives, the labeling of 
food preducts and cha: seve tigavion technology. 

Q@ During the period July 1969 to date, did the University 
of Missouri operate its own fluid milk plant for. the processing 
of fluid milk and by-products? y 
i Be dees : 

Q what time eected woud that: be? 
A Approximately the first kod wenke, 1969 and 1970, and 

pazt of 1971. 7 

Q Did you have any responsibilities in. connection with the 
eseration of thet fluid milk planes 

A The operetion of the plant came under my supervision. The 
plant manager reported to me, and I was involved in the decisions 
regarding process conditions, equipnent selection, sandards 

of quality, preducts to be produced and similar decisions... 
relating to th? operation of any menufacturing plant - 

Q That vould include its pasteurization, homogenization end 
fortification 32f ‘he product? 

A Yes. 


Q And the subsequent manufacture of by-products? 


“BR - That is correct. 


| 
: 
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Q Whet! by-products were manufactured by the uaiversity's 
cv: fluid milk plant? 

A Let me simply List the entire list of products as I recall 
them: Homogenized vitamin D milk, whipping cream, hali~-and- 
half, sour cream, cottage cheese, chocolate milk -- t believe 
that completes the list. 

Q Were you familiar with the manufacturing process ree 
to which those by-products were created? 

A Yes. 

G Do you hold a college degree, Dr. Graham? 

&é Yes, I do. 


Q From what insticution?. 


A I hold a Bachelor of Science Degree from Mississippi 


State College. The major there was ) in dairy nominates he 
Q What would that include within the broad einai ae 
Cairy manufacturing? 


A This would include technology for processing and manufac~ 


Produc 


‘tucing of the general mix of process in most dairy plants 


incluéing fliyia-. milx 4d preducts made from or with milk. - 


Q When did you graduate from Nississippi State? 


2  % ieee. 


Q Did you continue your education after graduating from 
that institution? 
A Yes. I then went to Iowa State College and completed a 


Faster of Science deyree in Dariy Micro-Biology. 


~ 
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Q Can you give us a d@scription of what would be included 

within that caurse of study? 

A This would be a continuation and extension of study relat 
t> the subjects mentioned earlier, with a concentration on 

nicvo~hiology and its tekectnehiss to safety of the focd supply. 

Q When did you obtain that degree? 

A I obtained that degree in 1951. 

Q Did you continue your education at that wakes 

A I continued my education at that institution; namely, Iowa 
Beate College, ied I completed the doctor of philosophy degree 

pien a major in micro-biologyand a minor in bio-chenistry. 


When did you obtain that degrees? 


Q 
A The degree was completed in 1954. 
Q 


) Have you undergone military service? 
a Yes. I served in the U.S. Army. 
Q During what period of time and what was your work in the 
Acny? 
A I served in 1946 to 1948 in the capacity of security 
re2 sania to the Manhattan Project. . . 
Q I am not sure what the propriety is on inquiring ‘into that 
subject, but I don't think we need go into it. 

After you completed your military service and “during the 
course of your educational endeavors, ware you enpioyes by 
any fixm or institution and, if so, when was the first time 


you were so employed? 


L, L, (Festimony of D. McDonald Graham 
A May I clarify the question. Do you mean after the 
completien of cducation or during? 
Q If you took a job during the course of your education, 
I weabe like t start with that. 
A During the course of a education I worked in the dairy 
processing pliant at Mississippi State College. This was a 
plant very similar to the one alluded to’ earlier at the 
University of Missouri, and processed’a full line of m:1k See 
“ducts for the University. I worked there as an sassate in 
the dairy plant, pasteurizing milk and responsible for the 
quality control funciton in the plant, This was a part-time 
job while I was a student in the school. 
That would have been 1949, 1950? 
what is correct. 
Lid you assume and duties thereafter while in school? 
No. 
Q When was your first job after completing your education. 
or during the course of your education other than the one you 
described to us now? 
A Upen completing my PhiD. at Towa State, I was emp:.cyead by 


the Clemson College, Clemson, South Carolina as a research 


hon 
associate of the a oe 


MR. CURNIN: May I have that enawer read back, please. 


(The reporter read from the record as instructed.) 
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By Mr. Curnin. 
Q Can you give us a further description of this research 
station at Clemson College and just what they were involved .in 
duxing the period of time you were an associate professor? 
A My original appointment was an associate research assis- 


’ 
tant and the additional title of associate professor. Both 


departments were connected with the Department of Dairy : 
husbandry and I supervised projects relating to milk flavor, 
milk manufacturing. 

Q | How lcng did. you hold that position? 

A I held those positions for five years. 

Additional responsibilities of the eer a professor 
position included teaching of courses which included market 
milk, judging of dairy products and the manufacture of ferment 
dairy products. : 

Q When you talk acout this course of judging dairy products, 
what would be involved there, Doctor? 

5 This would be the evaluation of sensory characteristics ‘of 
dairy products. | 

Q How long were you at Cnn College? 


A Five years. 


Q When did you leave there? 


A I left in 1953. Excuse me,.I left in 1858. I went there 


in 1953. 7 : : : 


Q When you left Clemson in 1958, where did you go, Doctor? 


% 
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I went to the Pet Milk Company , employed in the Cyrporate 
Research Center in Greenville, Illinois. 
Q What were your duties there with Pet Milk? 
A Initially, I was employed as a section chief, evaporated 
milk. My responsibilities there wece to _— research 
related to processes and product development specifically 
applied to evaporated milk. 
oO , How long did you hold that title and were responsible for 
the duties which you have described as section chief with Pet 
bilk? : 
B For soetdocctnneiiad two years, at which time I was promoted 
to the position of manager of milk products development. This 
incluced a broader area of responsibilities, with responsibili- 
ties for processes and product research related to evaporated 
milk, fluid milk and products made from fluid milk and dehy- 
drated milk. : 
Q This switch in your position or change in your position 
at Pet Milk -- would that have been at or about 1961? Is that 
what we ave talking about in point in time? 
A “hat would be approximately correct. I don't remember 


the exact date. 


Q As group manager, were there any fluid milk plents under 


your jurisdiction? 
A sYes, the dairy division as described by the Pet Milk 


Company operated in 16 States in the Southeastern region 
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couprising some 70 fluid milk processing plants. 

Q Did those plants come under your responsibility? 

A The research and related to product development was my 
responsibility. I had no managment responsibility for the 
plants, but specific technical process and product development 
related thereto. 

‘ -How long did you hold that position with Pet Milk? 

A ‘Again, for apyroximately a two-year period at wechele time 
‘I was promoted to the positicn of associate director or 
research in the Corporate Research Center. This sesitiasiin 
included a broader azea of responsibility, indluding the. 

milk products soutp: waden had been expanded to include milk 
and confectionery products, to include also a support group 
called the Food Science cing: aaah included the basic 
scientific principles of micro-biology, nutxition and chemistry 
as related to the research function. 

Q During what period of time did you hold that poistion? 

A That would have been approximately 1965 to 1967. 

Q ° When you held that position, did you have a budget which . 
you were required to administer in carrying our your duties? 


A Yes, I administered the budget for that sector of the 


research center which amounted to approximately $500,000 


annually. 
-Q °I£ my notes axe corect, we ate now up to 1967. 


A That is correct. 
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Q Did your title and duties change in 1967 with the Pet 
Milk Company? 
A Yes. In 1967 I was transferred from the Corporate: 
Research Center to the Corporate Office of the Genter and 
pocket as Techaical Director of the Grocery ‘Products 
Civisior. ‘In that position, I was responsible for all of the 
technical functions within the division including qnatate 
control, the homogenization research center, the ae product 
developnent functions and process control. | 
Q What products would be included within the Grocery Produc 
pivisont 
A The Grocery Products. Division had a very bread product 
line, including evaporated miik, poudared milk, a series of 
Giataty food products solid under the brand name Sego in both 
liquid and dry form, a complete line of infant formula pro- 


ducts, a line of cooking sauces, canned sour cream products and 


perhaps some others. 


¢ Dr. Grahzn, do you belong to any professionel or scienti- 


fic associations or groups? bs 


r A Yes. 

Q Would you name them for us, please? 

A I am a member of the American Deiry Seience Association, 
heving been a member since 1953. I have served in various 
oegenyaee with that Asscciation including eistite of the 


Resociation and Chairman of the Dairy Foods pinion. 


g 
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Q What would your responsibilities or duties have been as 
Chairman of the Dairy Food Division? 
A In that position I was charged with Souwulacide the pro- 
gram for the annual meeting and the review of abstracts rslated 
to technical presentations which would be made at the annual 
meeting. . 
Q Are you a membez of any ocher professional or scientific 
group? ; 
+ Yes, I am a member of the penne sadeniethon for the 
homens of Science, Sigma Zi, end served for six years as 
a member of the Technical Advisory Grouo of the Committee on 
Natrition of the American Academy of peadaeeions.. 

In addition, I serve presently as a member of the Committe 
o3 Food Protection of the National Academy of Sciences. 
Q You testified, I believe, that for weicei’ Miia you were 
a nember of a technical advisory group to the American 
Academy of Pediatrics. What did your, work involve there? 
A The work of this Committee primarily counsel and edvisory 
to practicing pedzatxsics through the preparation it nanuscsipts 


realted to the correct use of infant formulas or other infant 


feeding products. 


Q Lacluding infant formulas that had milk base or milk pro- 
ducts in them? 
A LTacluding infen: formulas that were totally milk. products, 


one made from siik bases, and one mde from products not 


Testimony of D. McDonald Graham 


2446 
including milk. 
Q Have you worked in any management association groups, 
Dr. Graham? : 
A Yes. I have particiapted in a number of seminars of the 
Anerican Mafagement Association, have lectured in two ‘seminars 
for the American Manzgement Association, and I have attended 
the Executive rrainiag Program of Columbia University at the 
Arden House. 
Q Do you have any seminars that are presently underway or 
shortly about to start which relate to the general subject of 
fluid milk and by-products? 
A Yes, I am scheduled to present a saciins winenen at the 
Nutrition Institute cf the U.S. Department of Agriculture. The 
topic of that: presentation is the alteration of the nutxzitive 
value of milk and milk products by processing and fortification. 
Q When you talk about processing there, Doctor, are you 
talking about pasteu:7ization and homogenization? 
A Processing in this sense would include homogenization and 
pasteurization. 

I might add that in Janusry of this year, I conducted,a 
seminar as a part of a visiting scholars’ day at Virginia 
Polytechnic Institute whick dealt with the technology of food 
fortification. 


Q - Doctor, have you written any published articles dealing ~ 


with such subjects as the processing of milk, milk products, 


* 
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| its fortificational, nutritional value of dairy Beeaners : and 

he like? | 
A : Yes, and these are documanted in the professional resume 
smth I crieeneed £0 you. | 

: _ MR. CURNIN: + “Your ‘Honor, Dr. Graham has published or 
auzhored or co-authored a rather lengthy list of publications. 
I think it would save time instead of trying to have him recall 
them or cite them from the page, I mark and offer as an 
exhibit in connection with Dr. Grahan's eatiteny this 3-page — 
summary of the publications. ‘X copy of it has been turned over 
to Complaint Counsel, but I just think it would save time here 

1 would offer then as Responder.t A&P's Exhibit 57a 
summary of she sanz ivations of Dr. cuahae: 
MUR. MATHIAS: Complaint Counsel has had no opportunity 

ee prepare for a dire or oes eaiapemccmececan on this document 

and in view of your prior cuas Lng we vould have no other 
objection. We don't know whether it is relevant or not at 
this time so we will easerve our right to object after we have 
had. the opportunity “Sor proper voir dire and cross-examination. 

JUIGE HIXKES: I will reserve ruling on the’document. 

You can have it marked in the meantime end hold on to it, if 


you wiil, Mr. Curnin. 


MR. CURNIN: In essence it. is 57 for identification? 


e 


JUDGE HINKES: Yes. 


(The document referred to vas marked Respondent A&P 
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Exhibit 57 for identification.) 


time for 
it meets 


luncheon 
rd 


MR. CURNIN: Your Honor, this would be aa neal 
a break since there is a break in the subject and if 
with the Court's approval I would suggest we take our 
recess at this time. 

JUDGE HINKES: Shall we resume at 1:30? 3 
MR. CURNIN: That is agreeable to us, Your eueds 


MR. MATHIAS: Trat is agreeable to Complaint Counsel. 


(Whereupon, at 12:15, the hearing was recessed to 


reconvene at 1:30 p.m., the same day.) 
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AFPIERNOON SESSION 
1:30 p.m. 
JUSGE HINKES: On the record. 


\ 
Thereupon i 


D. M. GRAHAM 
a witness, previcusly sworn, reswied his testimony further as 
follows: ‘ 
DIRECT EXAMINATION (resumed) 

By Mr. Curnin. 

Dr. Graham, co you hold any patented 

Yes, I hold pateats on a disposable system and a produc#.. 
for feeding infants. 
re Will you define for us, Doctor, what is meant " the t 


“raw milk?" 


A Raw milk is defined as the lactile secretion of one or 


healthy cows. 

5. We have — testimony here that the milk which A&? pur 
chase@ from the Fox. en Company during the period 1865 to 1970 
W238 pasteurized, homogenized andi fortified with Vitamin D. 
Will you tell us what pz steurization, honogenization ont 

the sare stieetion of the product with Vitamin D is designed 

to achieve? 

be ‘Yes, several steps must be referred to as a group 
of processing precedures. They are dented. No. 1, then 

to eliminate from ‘che milk harmful micro-organisms that 

would be capable of initia disease. 


ee 
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Secondly, the processing procedures are designed to exte 


aes 
a as : 
fattest ee 3S ¥ 


wees ser 


the keeping quality of the milk again by reducing the 


population of bacteria that could cause spoilage, to such an 


tent that it is feasible to distribute the milk through con- 


merce. 

Q When you have reference to the "keeping quality,” 
would it also be correct es describe that as the shelf. life 
of the prodact? : i 
n Tae two terms are usually used synonymously. There 

are sania sickle cucnnwa 8 the processing procedures. 

The third I would list as the removal of extraneous esthqt- 
Lect cligiiee sina Gnu tails such as deubiees which — 
axe normally present in ilk as. sroreted by tre cow. 

A fourth purpose would be the fortification of milk 
with vitamin D to improve its nutritional value and this 
plays a major role in the prevention of ricketts particularly 
among infants and children. 

Another function implied in the overall processing pro- 
cedures for milk is the standardization or adjustment of 
composition in that. the composition of milk as secrated by 
the cow is variable and the product that is purchased by the 
consumer must meet a very definite standard ot sltdatihens 
So the standardization operetion ¢9 obtain a uniform cempositi 
is an important ‘poazrt of this overall processing complex. 


Then a fifth function I would mention, and this 


alludes specifically to homogenization, would be to create 
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- moxe stable emulsion or dispersion of the several constit~ 
uent3 contained in milk, both those... originally present 
and those added such as Vitamin D or in the case of other prod 
ucts Vitamin D, cor other materials. | 

The sixth function I would mention relates to the 
destruction of certain enzymes which are naturally present 
in milk an aeciebed Se the cow. 

I would List sieoas Lipase, Phosphatase and Amylase. 
Those are the major fvactions now that the processing pro- 
‘cedures applied to homogenized D milk are addressed. | 


Q Directing your attention to the pasteurization pro- 


cesses that you have had reference to,Dr. Grahan, will 


you tell us what bought about pasteurization in the 
United States? 3 | 7 
Me Yes, we will need to think backward a bit 20 history 
-Lf we may. : | 
Let us begin at about 1900. At the turn of the i 
_ Centiry’ wtilk was produced on farms and typically consumed 
by the producer > ethaps etigpikes to. nearby neiighbor. 
Thus ths distribution cycle was very short and milk was quick- 
iy consuned and a great deal of it was consumed, the 
majocity of it was consum < raw as produced. 
In the next <en dvcudes~ Let us say from 2900 
to 1920, the science of micizobiology advanced tn the point 
where the recognition cf the disease-transmitting potential 
of milk ‘became a reality. 


se 


SEEN ai Bich oR Mads EN 
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There are nux.erous milk~borne diseases that have been 
4 cutbreaks back to the milk supply, resulting 
from either infections of the cow such as bovine tubeculosis 
which can then affect man or diseases of human beings who 
were involved in the handling of milk such as typhoid fever 

cause of the infection of the individual transmitted 

that infection to the milk. 

In 1923, the U.S. Public Health Service recognized the 
eariousness of this situation and the importance of milk as 
= vector in transmicting diseases and nesiaied a comission 


known as the Milk Investigetion Commission. That Cormission 


studied very carefully the factors surrounding the disease- 


S 


Szansmitting possibilities of milk and concluded that safe-. 
guards were required. , , 
They defined those safeguards in a document entitled 
5 eee Milk Ordinance." The Public Service, ati did 
nave coguiatory seriatiestes in any area, 80 they simply 
vote out a eat of safeguards or standards thrt they 
Felt would help to prevent the transmission of milk--borne 


Ziseases. 


Those recommerdations dealt with the environment 


‘2 which milk is preduced. ‘They dealt with the characteris- 
‘ics offhand of han@ling,. the necessary sanitation, the design 
= equipment, the processes and procedures and handling 


| 2fter processing. 
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A vital part of this protective mechanism was adjudged 
to be the pasteurization of milk prior to its atousibesten 
to consumers. 

Q This Model Milk Ordinance that you referred to as de- 
veloped aad issued by the U.S. Public Health Service, was tha 
such that it became a requirement for the States, runici~ 
palities to conform to that Public Health model milk ordin 

4s issued by ther? : | 

A Not at the 4irection of the Public. Health Service but - 
simply the model ordinance was made 2vailable to any juris- 
dictioas that chose to use it. . 

The Public Health Service did encourage the adoption 
of this model ordinance by this jurisdictior responsible 


for the regulation of milk. 


In the ensuing years, after i924, progressively 


additional states, counties aré municipalities did, ‘a. fact, 
adopt the model milk ordinance. 

In some cases, it was necessary to make minor 
adjustments in the model ordinance to fit local conditions, : 
but the basic essence of the control procedures to prevent 
milk being a vector of milk-borne hon— wera ‘meuetnidh. 

By 1952, a rajority of the States and if my 
memoxy is correct, 34 states, had adopted the model milk 
ordinance. 

A great host of additional municipalities and counties 


also had adopted the model milk ordinance. 
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Is there such a product as certified raw milk? 

Yes. 

Can you tell us what that product is or wnat that label 
designation neans, “certified raw milk"? 
A Yes. 

Eowever, I would need to also go back and deal a 
little bit with the history of why certified milk evelved. 
a Will you,plezse. 
A In the initiel proposal of the xodel milk ordinance 
which included the requirement of pasteurization, many indi- 
viduals accustemed to producing and cunsuming raw milk 
objected to the requirement 2f pasteurization, fearing that th 
heat treatments 7 ee demage the milk end make it 
unacceptable for consumption: 

At the point of time st ati 1924 these were 
qvestions which were not fully answered in research. So, 
in oxder to allow for that desire on the part of the consumers 
a set of regulations was developed for handling certified 
milk. : 

These regulations stipulated that the herds of cows 
and the individvais involved in :the handling process all 
be under very cicse and careful medical supervision at 
all times, respersible to what was called a Board of Medical 
Exaniners, recogni::iny chat, if diseases of the cow were 
controlled and if all opportunities for =. were 
contxolled, then it would be possible to produce a milk that 
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|. would not be a vector for disease transmission. 

| This was reccgnized as a very difficult and very 
expensive and, in the view cf the puvblic and the Public 
Health Service, uncesirable alternative. But in view of the 
unknowns at that time, it was allowed for a number of 
years. | 

Now, let us come to the present. Over the years, in 

almost every state, the sale of raw milk to consumers 
even ast certified milk has been discontinued and the 
Model Milk Ordinance now is referrecé to as "The Pasteurized Mi 
Milk Ordinance,” in that pasteurization is masdatory fox 
distribution of milk to consumers. 


Shere axe, to my knowledge, two exceptions to that. One 


is an area in the State of Virginia where certified milk 


still is sold and I believe there is one other state but 

I do not recall what it is. 

Q thy has the sale and cistribution of certified milk been 
Lind tea? | | 
A. <t alluded to some of the recponse in my earlier 

remerks in that the rigidity of control rendered this 
practically impossible. 

0 Would it algo be correct to sey that preparation in 
handling of certified milk was not as ettervins in the elim- 


ination of disease bacteria as was thu process of pasteuriza- 


tion? 
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Mc. Mathias: Your Honor, I am going to have to 
object to the leading of an expert witness. I donct believe 
we need Mr. Curnin's words in the Doctor's mouth 
Judge Hinkes: You are quite correct about that, Mr. 
Mathias. 
However, I do : not know that this is a critical issue 
in this proceeding. 
Mr. Mathias: Since complainant counsel has not had an 
opportunity for edvance preparation-- 
My.Curnin: i will withdraw the question. 
BY MR. CURNIN: 
0 Will you teil us why the sale and distribution of 
certified milk as stated has been limited as you, outlined? 
Bs I indicated originally that the Public Health 
Service recognized the aifficulties which the distribution 
and control of the quality of certified milk presented, 
sluding to the cost and the impracticality of ive control. 
Let us cheatin the preduction and distribution of 
the nilk supply ino a large city such as Washington, 
D.C. The milk cones from thoucands of cows, it, is handled 
by countless individuals in many locations, is piped, pumped, 
transported, cormingled with milk from many other | 
sources and eventuelly finds its way to the consumer. 
Dealing with saw milk produced under the conditions 


necessary for certified milk, one slip anywhere in that ¢ ain 


vould allow the contamiuation of milk with potentialy 
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diseass~-producing bacteria. 

These would be such things es I have already alluded 
to such as typhoid or diptheria or "girap" throat ox 
any other number of others we might mention. 

I think, if that condition prevailed today, none of 
us living in large cities would daxe to purchase milk and 
consume se without boiling it first. | 

In sore areaz of the world where the technology 
for processing milk and including oasteurisation has not 
evolved and the necessary detviguratiok and care : 
after pz rocesaing hes not evolved, it is necessary to boil 
“milk immediately prior to use. 


- 


This i3 a risky and ‘apaetiven process. It demages — 


the suitability of the milk for consumption and, to some 


extent, impairs its nutritional value. 

However, ‘we do know, in fact today that our popula- 
tion readily buys. milk in the supermarket or in rectaurants 
with full confidence, bacause » after the assembly process 
as I have deseribed, * ch last moment before packaging, mi 
4s subjected to the ,pasteust snnden. am: which , even 
though there may ht.ve been some oonteniaasien with potential 
dj.seace~prodéucing bacteria or ocher spoilage type bacteria 
which would not nesessarily produce disease but would 
home the quelity of the product. 


This final pesteurization step, then, is a primary 
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safeguard for the public health and the quality of the 
milk as distributed to conswners. : 

Q Would you briefly define for us the methods used to 
effect pastevrization of raw milk? 

A Yes. Pasteruization as defined in the model milk 
ordinance or the p2steurized milk ordinance as it is 

now called may be accouplished by heating every particle of 
milk to 143 degrees Fahrenheit, holding it at that tempera- 
ture for 30 minutes and then cooling it. Or, alternatively, 
by rvapidiy heating it to 160° Fahrenheit, holding it 

at that temperature for a minimum of 15 seconds and rapidly 
cooling the product. 

Furthermore, the ordinance permits other variations of 

‘nies time and conditions which are adjudged equivalent 
on the basis of a test called the phosphatase test. 

The phosphatase enzyme is one of those cmetieeues 
ving enzymes in raw milk that I mentioned earlier. Its: 
heat-resistanes is just slightly greater than that of the 
becteria which ceuses tuberculosis. 


This- gazerally is consi.dereé to be the most 


haat-resistant of the pbestcria that are likely to be found 


in milk and cause human disease, co that the destruction 

cf phosphatase, then, is evidence of adequate pasteruzation. 
q We have had prior testimony in this sase that at Borden’ 
processing plant in Woodstock, Illinois, raw milk was 


pasteurized by heating it to a temperature of 175° 


. 
=) 


a] 
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cess at the end of the holding he, then as quickly as 
practicable aftexwards, in temperature of the milk is 
reduced to the storage temparature which is normally about 
35° Yahrenheit. 

Q what is the importance of reducing it to that — 
ature and holding it at that temperature? 

Bk pean heating produces flavors which are normally 
referred to as cooked flavors, and as those timas and 
tempsratures re extended beyond a fairly narrow zcno of sate 
begins to andangex the destruction of some of the nutrient 
charztteristics of milk. 

: The most sensitive nutrients would be vitamin Cc, 
viteendn B-2 and Vitamin B-12. 
a Is your testimony then that if the raw milk is over- 
cooked, if I may use that expression, subject to high 
temparatures beyond a certain range,that the other 
nutrients in the product will ba destroyed? 
A They will rot be destroyed totally but they will he 
diminished in concentration. this progresse? linearly as the 
cemporature increaves and, as the time is extended. 
a “You desevibed the enzyne Lipase is destroyed or eliminated 
as a result of the pasteurization process. Would you tell us 
vhat lipase is? | 


BR ©—-—s Bapase is a natural constituent of milk. It is a 


Ty eee at of D, McDonald Graham 
complex molecule that is present in milk because it 43 
involved in the synthesis of milk fat. 

This residual iuase in wit has the ability, ‘in 
3imple texas, to digest or destrcy fat and to release 
free £atty acids from the normal triglycerides structure 
of milk fat. | 

The release of thexe free fatty acids leads to a 
condition that is referred to as vancidity in milk, producing 


#, very ohjeccioncbls taste and‘ odor. 


So the Jestruction of Lipoge.in the, pasteurization 


process i3 an impo:ctant point. ie 

Q Dows p7oper or effective pasteurization as you 
have sénccibes 4% vequire that it be conducted under 
strict. controls? | 

B. Yes, that is attested to in all of the ordinances 
cush as 4 have referred to. 

Let me explain this in just a bit of detail. Yor 
cxemal, in cae high-temperature , short<-tine system which is 
the one uvder aisgeussion here helding at a minimum of 160° 
Fahroenhale fer 15 sgconés, the punps which control the 
Zlov vate through such a system ere sealed by the Health 
Department or the regulating authority so that their flow rate 
say not excesad that which would give a minimum holding time 

' 
of 15 seconds for a systen pasteucizing at 160°. 
In ad&iiion, Incated at the evd of the holding tube 


< 


[ave 
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: tere’ 
(Record reed.) : 
THE WIENESS: Mr. ice inAteatod that the pasteurizing 
system instailed ae the Woodstock plant was a creamery 
package, high-temperatuce systen. f pelieve the point of 
your question, Mr.cuxnin, however , <elated. to the type of con- 
trois that would exist in this type of system. 
BY MR. CURNIN: — | 
5. Q qhat is correct. 

o I believe that is vezy simple to answer without 
reference to the steer ree or hive of equipment, because 
the flow diversion valve and the temperature recording 
system that I just deseribed earlier is a legal reqvirement 
vegardless of the manufacturer or the type of pasteurization 
system. 

: So, those oe points would be valid regardless of 
the type used. 
0 To your knowledge, was this a legal sequirement during 
the paricd 1965 through 1970? 
A Yes. : 
Q In your opinion, can propsr pasteurization be brought 
whout by a user, a housewife, boiling the raw milk at whe 
required tenvaraturs for the required time period? : 
i: eS 

Why? 


As we have aireacy discussed, the control of time, 
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temperature, rapidity of heating and rapidity of cooling all 
are important in insuring the destructio of tie necessary 
vewbnsibx and enzymes and, at the same time, avoiding 
exce3sing heating in order to preserve the flavor and nutrition~ 
al properties of the product. 

| It is my opinion that this is a very precise set of con- 


ditions which have evolved over many years of research, and at 


a portion of those requirements could be met simply by boiling 


milk. 

This, however, would greatly damage its taste, its 
texture and diminish its nutritional value. So, I do not 
believe that effective and proper pasteurization as we 
view pasteruized milk in the marketplace today can be 
accomplished with a simple heating process on a stove. 

JUDGE HINKES: Let me ask you, Dr.Graham, at what 
cemperature is the raw milk entering the pasteurization 
equipment? 

THE WETNESS: Approximately 40° Fahrenheit. 

JUDGE HINKES: How quickly does it get up to 160° 
iz that is the desired tenmp2rature? 

THE WIONZSS: Within just a fcw seconds. 

JUDGE UXNKES: How few? 

THE WIUNSSS+ Less than a minute. 

JUDGES HINKES: He? long is it kept at the desired 


tempsyature? Is it 15 seconds or so? 
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THE WITNESS: It must be hapte hae for 14 louger 
and a few addition21 seconds, five but less than 10 seconds, 
.end chen the milk is cooled and very rapidly again in 
less than a minute baci: to 35° Pahrenneit for storage. 
BY-JODGS HINKES: | 
0 As I wnthaeetnat your testimony, an ordinary housewife 
could net: eae the tqaperature of her raw milk to 160° 
within less than a minute keep it there for 20 seconds and 
then cool it again? : | 
Ss Tnat is my ccntention, yes. 

JIJDGE HINKES: You may shettenins 

THE WITNESS: If I may amplify for a bit for your 
full nmeiinn: in such a situation, let us vicualize 
a sauce plen onthe stove. The surfeces in contact 
with the heat would be very, very hot, with respect to 


the low temperature of the mass of the product in the pan 


and this is a precess ve xept, we have kept in mind 


in designing the high temperatures pasteurizing system so the 
heating process is repidly reneved so there is only minimal 
heating abov. the set tomperature to which the milk is 
supposed to go. 
BY MR. CURNIH: - : eG 
@ Dr. Grahum, a few timus you refarred to pasteurization 
by the process of high temperature, chort=time, by this 

do you have reference to heating to 160° at 15 seconds? 

Bo: Meese . : : 


; 6301 
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Q Turning now to the next step in the process you hav 


Gescribed, and here I have reference to homogenization. Will 


you tell us what is the purpose or what purposes are to be‘: + 


achieved by homogenization? 

A. Horogernization is intended to create a stable enulsion 
and a uniform distribution of all of the constituents ina 
milk product. 

ZI must give a more complete explanation in order to 
really make this understandable. If I may, I would like to 
geal with fortification at the same time because I 
think it is a vital part to our full understanding here. 

Q When you talk about fortificetion, do you mean adding 
Vitamin D to homogenized milk? 
R. Vitamin D or any other Vitani -that might be added. 

Let us deal specifically with the case of homogenized 
Vitanin D pasteurized milk. We must think of all of these 
together because they are an integrated processing system | 
and not very conclusive to treatment as individual operations. 

When Vitamin D is added to milk, we must recognize 
that itis a fat soluble vitamin. The present practice is 
to add a Vitamin D concentrate. In order to assure the 
disporsion and yniform mixing o the Vitanin D throughout 
the mass of natk, very vigorous agitation at the time of  . 
addition is necessary and then a stable emulsion must be cre- 
atad so that that product will not separate during storage and 


distribution. 
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the present globules in milk, shredding or decreasing the‘r 
size, stripping away the globule membrane creating a situa 
where the fat globules will no longer float to the top 
of the product. 
the importance of this wes recognized in the 1949's wh 
Vitamin D fortification of milk was first attempted. 
a Will you tel’. us why that was attemptad and, if you 
will, include within that the desirability ef uniform 
distribution of Vitamin D which you haé reference to in 
your testimony. 
A Again, going back just a bit in history, about 1920 the 
nutritonal cefiniency disease ricketts was recognised. 
a Will you «ascribes for u s, Doctor, the effect of that 


disease? 


a Bickatts is a disease which results from the inactivity 


of the hymar: organigm to decosit calcium in the bony «truct: 
o£ che bedy, resulting in bowed legs or enlarged - knes 
joints ox a condition voferred to as pidgeon breast 
Whera the breast bones deen, all resulting from 
the same basic cause o7 ina oility to calcify the bones. 

Fa this eaxly period fiom 1920 to 1930 research 
developed that three principles ware necessary for the 
prevention c£ ricketts. One was an unidentified ccapound 


brought out at that time but naned Vitamin D. 


‘Stee ip ct = c—" 


Sepa eemereS see 
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2 As . Tha other two principtis were calciu and phosphorus. 
Nutritionists at that time pegan to ecarch about for 
che means fox providing those tiree essential nutrients 
in the huwan body, in the human diet and particularly in the 
diet of infents end children. 

Te was not an easy task and there seemed to ba 
no universal vehicle. As knowledge over the area pro=- 
gresaed, it was recognized that milk naturally contained 
calcium and phosphorus. 

She problem remeined of addition of Vitamin D 
to the diet. A nutber of different methods were attempted. 
One of those was the direct stniniavvantes of Vitamin D. 
Concentrates which, at that time vere commonly referred 
a as fish ofl and a very rich socrce of Vitamin D but 
a very uncercain material to cassuner. 

Bh secoi:d woy was @ process called "irradiaticn” where 
in a netural occuring fatty material in milk which is 
unavailable to the humen divestiva system as Vitamin D 
chenicelly ke converted to Vitanin D by a strong exposure 
to a strong vitra violet light. This was a method used to 
ineraace the Vitemin D potency of milk as part of the 
pasteurizing pxocess. 

It wcovel ee be a very wncontrollable operation 
and becarse of the typ2 of oquipment required, and 


ungenitary types of oparation it defeated the 


intent of the proces’ . 
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As timc went on, the advisability of making Vitamins 


that could b2 preassayed or tested for potency became 
possible. 

I think it is important to indicate here the acsay for 
Vitamin D a a laborious and tine-consuning operation requir- 
ing several weeks and no way is possible to add Vitamin D to f 
nilk and then hold it long enough to do an assay, to determine 
the potency that has been added. 

_ For this reason, it has been necessary for the 
Gaixy Snheseey in cmpavetion with regulatory officials 
and xesearchers to evolve a method of adding « pre-tested 
Vitenin D concentrate of oe potency and then dispersing 
that concentrate throughout the body of a ante mass of milk 
Fake) , toe its dispersion is uniform throughout all por ions 
of the product. a 

This is importent for several reasons. 

In the 1940's the typical milk sold was referred to 
as “oream line wae wherein the milk was not homogenized, 
the crean readily separated and floated to the top of the 
container. 

JUDGE AINKBS: “het me interrupt for a moment. 

Is all of ehi3 necessery, My. Curnin? 

iR. Cuzasas < think it is in ssveral areas, your 


Honor. 


JUDGE HINKES: Are we interested in the historical prod 
tion of milk? : - 
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MR. CURNIN: I think we should be interested in the 
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historical importence of, and the reasons for including 
additives, Vitamins to raw milk. I think the-- 

JUDGE HINKSS: In what way is it relevant to this 
preceeling? 

MR. CURNIN« It is relevent to show both the 
inport nce cf aéJing Vitamin D to the prwfuct, the results 
the additives of Vitamin D achieve how Vitamin D can 

: 


only bo addca to raw milk only after certain other steps 
* 


have baen taken and ultimately to show by adding this 


putticular Vitamin, you are Geeling with a new product which 


s 


has distinct purpeces am? ains, ; 

JUDGZ HINKZS: I can undexstent your objective 46 
Aaexcnetrate chat the fortifiea porcduct is a new product, “ 
but I do not think we are interested in finding out sc much 
about its value or at what point it can be fortific. “What 
we are interested in knowing is in what way it is a different 
product. I woild iike to gat to that as quickly as pousible. 
oN. CUPNIN: I think we ere at that point, your ionor. 
t think it is alse important for your Honor to anit oni for th 
secord to reflect this additional aroa and that is an 
avaluation or a recognition of the engineering and o 
sclenti£f£ic Covelonrent that led to the change in the 

product. X think your Honor raised the question 


and Complaint counzel raised the question during Mr.Tise's 
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examinetion and I think I am characterizing it correctly--wal , 
isn't the addition of Vitamin + wely a mechanical process | 

on Qistinet from some other kind of process? I anticipate . 
that the argument that will be mede,and that the response 

to that question is we are dealing with 2 simple, vncomplicatel 
addition to the product which is fot brought about ‘by the 

use of technically sophisticated or acientificaily daveloped 


equipment. and, therefore, the change in the préduct is 
minimal and, in fact, does not result in any chan, re 
in the —— at all. a 
: I thin’: when your Honor hears the nner of the 
witness and the background which we have concluded, es and 
"others reading in the record are in a better position te 
vealize this is not simply a mechanical process. 2 ye 
JUDGE HINKES: I am — prepared to rule as to -whether 
ornot it is a mechanical process but the testimony ‘3 oe 3 
— appear to be thatit is a mechanical process, An. thats 
a substance is added in known quentities to the ral? |:- « 
milk. It my have taken a lot of work and py : 
discovery to find cut just what kind of a eubetence should 
be used and how much and how it should be used, but that is npt 
the saue as saying that the process itself re purely mechan~ 
ical. on 


BR. CURNIN: Your Eonor is correct. What I meant to 


say is it is not ‘simply a ‘Mechanical process.« «= cece om 


ee 2 


~ 
& 
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= do not disegrea with ths Court that the adding of the 
reguirod amount of the Vitamin D to the product is in 
fact a muchanical process. 

What I am sazing is that; it is not simply a 
vechanical process that is unsophisticated. 

OUNGE — I widlallow you to go on, but I 
rust say I think we.arsgoing far beyond any real necd 
in this proceeding. : 

MR. CURNIN: I think we an covered most of the back- 
ground of the infocmation that we wanted to Put on the 
record in this rogara, our Honor. 

MR. CURNIN: May I have the witness’ last portion read 
back. } | 


- 


(The record was read.) 
BY MR.CURNIN: 
q Would you corplete your statement? 
h Under one eimeniatiniens the addition of Vitemin 
D to thie milk woult create a non-uniform dispersion or distr 
tion of the added Vitanin to consumers of the ebtnat 
eines Vitamin.D is fat solwsle and would appear in the cream 
_ Layer that separates, Thus, it o— recognized as necessary t 
to Latxoduce | homojeniuation as an additional ensuite 
step ir. order to insure the necessary uniformity so that all 
cenaumers of the pxntoie would receive the piceeunans 
share of Vitemin D intended. 


: hallave I started to say this was imoortent for severa 


£:; 


a3 
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reasons. 

One is so that in the weparated product, ‘the cceamery 
rich Layer would contain more than the recommended level of 
min D. The skim milk or the fat-portion of the milk would 
contain less than the recommended level of Vitamin 0. 

In the final process, this defeated the purpose of 
the uniformity or uniform fortification. Vitamin D in 
excessive quantities is toxic or in deficient quantities 
leads to the condition of ricketts as elzeaty described. 

So the insurance of uniform distribution through- 
out the product was of particular imrortance and led to what 
yas really considered at that time throughout the 


dairy industry as a najor change in the character of the 


+ 
* 


product being sold. 

BY MR. CURNIN: 

Q You told us one purpose of homogenization which haa 

to do with ‘t:he ‘wniforn distribution of fat einen through 
the product. Ts there anothe> purpose which is to be achi 
or sought te ba achieved by homogenization? ‘ 
Xu This is right. There is ancther result which was 
discovered as a result of homogenization and that is that 
the process of. homogenization denatures or unfolds, 

if you will, the oiaie molecules, primarily casein and 
vesuits in a substantially ‘sehen curd. When nilk is 


coagulated by acid and enzynes such as occur in the human 


digestive tract a curd is formed. In the case of 


Testimony of D. McDonald Graham 2473 6309 


hemoyenined milk, the firmness of that curd is greatly reduced 
and this increases the digestibility © the curd and : 
specifically in th2 case of infant feeding substantially 
seduces the incidexce of colic or dig2stive disturbances in 


the infant. 


MR. CURNIN: Your Honor, I have completed another sub- 


ject ard with the Court's permission, I would ‘guggest this 
would he an appropriate time for a recess. 
: cUDGE HINKES: Let me @8% one question before we 
break off. 
| ‘ysn't skim milk fortifiea with Vitamin D- on 
occasion? ken , : ‘ 
| THE WITNESS: Yes, your Honor. Skim milk may be 
fortified: and is typically fortified bir both A and D. 
JODGE HINKES: How is this cone in the absence of fat? 
CHE MITNESS: The Vitamin D and A are added in a small 
emovne of fat carrier which is then nomogenized into 
the :niik. | 
JUDGE HENKES + Couldn't that same process be 
used for milk thet is not homogenized? 
THE WITNESS: No, I donot believe I quite uncerstand 
the impoxt of your question. a 
SODGE HINXES : You say the Vitaain D would be concentrated 


Zn the non-ccean portionof£ the milk? 


“HE WI'NESS: If this were done in skin milk, the fatty 
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_ carrier oe float to the surface and you would have | a very 
‘high concentrationof the added vitamin D and vitamin A which 
is usually added at the top even in skim milk. 

JUDGE WINKES: Do you. mean then the first cup full 
of ekim milk is much more fortified than tne rest of the quartP. 

THE WITNESS: No, becauge skim milk is typically a 
homogenized, a also, in order to insure the dispersion 
of the edded Vitamins and the reduction of the curd tensior . 
occurs as I have jvgt described for skim milk, also. 

JUDGE HINKES: There iv no Vitamin D that ds -. 
usable except in the form, that you have suggested, that 
is fatty-associated? , - 

THE WITNESS: Vitamin D in itself is a fatty material 
ee that in some way it must be pre-enulsified and uniformly. 
dtie throughout any product to which it is added. 

JUDGE HINKES: Those are all the — I have on 
this subject at this time. 

We will take a short recess at this time. 

(Recess) : 

JUDGES INKES: On the record. 


BY MR. CURNIN: 


Q In your opinion, Dr. Grahan, are there certain biolog= 


ical, chemical and physical changes brought about in raw: 
milk as a result of the pasteurization and 
homogenization? = - Shar Mae ee 


A: Yes. 
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Qan you idencify for us the biological changes: ‘- | 
thet occur a3 a result of pasteucization and homogenization? — 
h The biological changes I would define as the destruc-| 
tion or killing of micro organisns.. 

G These are th2 ones that would transmit typoia fever? 

2, Thoy would be the ones I already described in. my :. 
earlier comicnts--those that are capecle of pro‘tuning . 
diseases such as typhoid fever, undulant fever, atneten fever 
and those capable of causing Spoilage of milk. 

Q Would you identify for us the chemical changes that 
‘are brought about by panteurisatton end honogenization? 

K The chemical changes would be sjecifically the 
ilies of lip:se, phosphatage enylase and traces of 


other enzymes that occur in milk. 


Q ' You have referred to amylases before in your testimony. 


What is that? 

A Amylase is an enzyme that is claborated by the udder of 
the cower and is involved inthe synthesis of the 

" Lactose--milk sugar—~and really plays no other role in 

the milk preduct. ° 

Q Would you identify fox us the physical Changes which 
are brought about? 

2 The physical changes would xefex to the rupturing 

of the fat globules, the reioval of the membrane from the 
native fat globule, decxease in the size of the fat droplets, 
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the denaturization or the unfolding of the yroness molecules. 
0 In additionto the effects which wan be demonstrated 
in the laboratory — as the reduction in size of the fat 
globules ane the enasmatto activity that you referred to, curd 
tensions, the differences betwee: raw milk and pasteurized 
cabigcahaaas milk’ that ean be phyfically viewed with the 
naked eye? 
A Yea, raw milk on sight aceite after having ~een 
refrigerated or a few hours would be readily distinguishable ” 
from pasteurized homogenized milk. ) sys aiid 
. In what way? ; 
A In two ways. 

The whiteness or opacity of homogenized mili is great 
chan that of raw atk. , 


Secondly, the cream layer on xaw milk would not 


appear on homogenized milk and these would be particularly 


visible on sight. 
a Are thers other differences that can be discernad 
by m3ang of taste or smell? 
ei Yes, raw milk- particularly after Standing for perhaps 
24 ox 48 hours refi:igerated will begin to develop a rancid - 
odor or rancid taste due to the ection of the Lipase enzyme. 
That action cari be accelerated by the warming and a 

- of the product which Sreanantiy occurs in its handling or 
by any aphtatics or mixing which also may cause it to foam. 


This will greatly accelrate the action of lipase in raw milk. 
“ S 


ao Tad 
4. 
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Whereas, pasteurized homo yenized milk can be allowed 
to stand for periods of ten days or longer with no visible 
— and no development of — 

“here is another way that is very simple and 
practical tc demonstrate without laboratory procedures, 
the difference between the two. 

If one adds only a minute amount--I am referring to 

a few CC's of raw milk to heemenitet) pastetrized milk, 
then the mixture will very rapidly become rancid. This is 
because of the presence of the active lipase in the raw 
milk and only small amounts are required te produce. 
vancidity. 
& In your opinion, Dr. Graham, would it: be correct 
to say that pasteurization, homogenization and the addition 
of Vitamin D to raw milk occurs as the result of the use of 
axpensive and precise equipment? : 

MR. MATEITAS: Your Honor, I donot know how to object 
but I wish Mr. Curnin would resist from using such 
detailed leading questions of the witness. 

JUDGE HINKES: Of course, there is no way of instructing 
Mr.Curnin in advance of the questions: I can only say 
that sc far as he obtains answers from leading questions, the 
preter are not very helpful in a resolution of any of the 
difficvities this case presents. 


MR. CU RYIN: I will rephrase the question. 


at the Woodstock plant of Borden, that is used in pasteur- 
izing, homogenizing and fortifying raw milk? 
| MR.MATHIAS: I am going to object here to the injection 
of the Woodstock plant. 

First of all, it has not been established that this wit- 
ness has detailed knowledge of the information of the 
equipment at the Woodstock plant. He, obviously, has never 
visited the shank ane I believe that insertion into this 
question makes it objectionable. 

SUBGE HINKES: X will have to sustain the objection. I 
think you will have to establish from this witness hws 
things. First, that he is familiar with whatever goes on at 
Woodstock one way or the other. 

‘i ener thing, that he is familiar with the 
costs of these pieces of equipment. Neither point has been 
developed so far. 

MR. CURNIN: Yes, your Honor. 

BY MR. CURNIN: 

a Are you familiar or do you. k.1ow what equipment was 

used by Borden in its Woodstock plant in connection with 

its pasteurization, homogenization and fortification of raw 
oe 
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BY MR. CURNIN: 
0 Well, how would you describe =he equipment that is used 
in a dairy, and I ask you to keep in mind the information 
you have as to the processing equipment that was in use 
i 
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BY HR. CURNIN: 
Qa Arve you Zaniliar with equipment eek at the Woodstock 
plant for pasteurization, honogenization? 

MR. MATHIAS: I would like the witness to be instructed 
to answer from his personal knowledge. 

MR. CURNIN: He need not be restricted. 

JUDGE AINKES : We need to know how he knows. 

Are you familiar with the Woodstock equipment:? 

THE WITNZSS: Oniy in che telephone conversation which 
I alluded to where Mr.Tise explained t> me the type of 
pasteurization system tha plant contained. | 
BY MR. CURNIN: 

a In your option, Dr.Gzaham, is chat equipment highly - 
sophisticated and expensive? , 

i Yes, it is ‘oae of the types I n3antioned in my 

numeacy of the typ2s of equinment available. 

Q Do you. consider ne process by which raw milk is 
pasteurized, homegenizad and then fortified to be 2 negligible 
process? : 

A Would you rezeat the question? 

MR. MATHIAS : I will object ayain to Mr. Curnin 
Leading the witness. I believe there is no equation that 
of the questions bsing put to this axpert witness have been 
auite leading. Rgain-he is induiging in the practime and in 


spice of my repeated objections; I am obse=ting to that 


| ea. 
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A “n Mr.Zise's testimony as I recall, he indicated chat th: 
skim milk they proluced contained added Vitamins A and D. 

0. Snvour opinicn does that in addition to other changes ” \ é 
that are meée in product produce a physically different produe 
£xom row milk? 

A From tne standpoint of the user or the consumer, defi- 
nitely. 

Q In your opinion was the two percent milk produced by 
Borden physically different from the caw milk? 

h Again the cane principles would obtain and my answer 
would be yes. 

Q in your opinion, wes the chccolate milk produced by 
Perdan a physically different product from raw milk? 

A, | She chocolet2e milk clearly is “ifferent because not 

only of the processing but of the addition of acditional 
meterizls to crezta a mixture rat ex than a single~ 

cntity product which le raw milk. 

Q Haze do you have refezence to chocolate powdei:, Sugar and 
other cuch items? 

-s Chscolate, sagat and other additives. 

Ds tn yous opinion, was ‘che buttermilk produced by 

Fordon prysically Jifferent from raw milk? 


A Yes. * 


ray a your opinios wis tha “Half-end-Half" prodret produced 


by Boréeu physicelly diffexent from raw milk? 


f Yes. 
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In your opinion, was the sour crean produced by Borden 


physically different from raw milk? 

A Yes. 3 

a fn your opinion was ‘the .Waipping cream produced by 
Borden phySically dif'ferent from raw milk? 

A Yes. : 

Q What about the product "Egg Nog" produced by Borden, do 
you consider that to be a piretensty different product 
ted the 3 raw milk? 

A ves, it is subjected to perhaps even more changes 
than the other products we have mentioned. 

Q : I have not asked you specifically your response why 
you feel the etnies are physically different for halt and 
half, sour cream and whipping cream. Can you sunmprize 
that for us as it relates to thoge three products+- ‘Halt 

and Half, sour crezm and whipping cream?. 

A, Let me deal with the three separately. 

In ezch cass the comoosition differs substantially 
froea that of raw milk, Also in each case the process of 
pasteurization hes been applied. They are not exactly the 
sama processas of pasteurization as copied te fiuid milk 
but thay —— higher heat traatmonts shen the case of 
sour cream and whi:ping ¢ cream. 

The physical nature of the — products as 
Seeneie. viscosity, taste or visible deseoes evident to any 


cpnmmex are: quite different. < eb = Sa ae 
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Q eo. sai! that in your opinion the buttermilk a8 produced 
ty Borde... °*. physically different from the raw milk. 
tn what way, 2octoxr? | 
A In the manufacture of buttermilk, in addition to 
extensive heat treatment to render the skim milk product 
essentially free of bacteria, then a selected bacterial --.. 
culture is added to it to convart the lactose milk acide 
and we ave all Seni Liar with tho chueies of butrermilk, 
the obvious differance in taste be seen that and raw . milk 
as such. — : 
cg In your opinion wes the opicn dip produced by Pordeocn 
& physies1ly aifterent croduct eesti raw milk? . 
A In this cers, Mr. Curnin, I think they are so 
éifferent that cemparison is escentially. superfluous. 
Q. Bear with me, if fou vill, co that the record will 
speak to us, tell us whey you consider it to be physically 
different. product fsom raw milk? 
A. Onion dip would be readily distinguishable by 
sny consumer as a different procuct than raw milk because 
of jis teste, its eppearance, its consistency, by virtue 
of its lebel in commerce showing the addition of other 
ingredie=ts end the intended use would be quite different. 
MA. CUSNIN: Shank you, Dr. Graham. 
fT have no fuw-ther questions, your Fonor. 


JUDGE HINKES: Mr. Mathias. ~*~ 
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JUDGE HINKES: The hearing will be in order. 

I believe we have scheduled for today the continued 
cross~axamination of Dr. Graham. 

D. M. GRAHAM resumed the stand and testified further 
as follows: 

JUDGE HINKES: Let me remind you that you are still 
under oath. You may proceed with cross-examination if there are 
no preliminary matters. 

CROSS-EXAMINATION (continued) 
By Mr. Stones: ' 
Q The other day, while you were hore, you discussed pasteur~ 
ization as a health measure to soma degree. Isn't it true that 
pasteurization is required by law before milk can be shipped in 
interstate commerce in containers? 
A Yes. 
Q Would you recommend that a consumer purchase raw milk for 
his own consumption? 


A I would not. 


® | 
Q Also during your testimony. the other day, you pointed out 


that the HTST mathod of pasteurization was only one method of 
pasteuxizing miik and that milk could also be pasteurized by 
heating every particle of milk to 143 degrees Fahrenheit by hold: 


ing it there fo: 30 winutes and then cooling it. Could you 


ema) ; 
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MR. CURNIN: That may be. I have not hoard the wit- 
nios3 enswer. Maybe the reporter heard it, but I made a rather 
routine request. 

JUDGE HINKES: Let us have the reporter read the 
quostion and read the answer. I heard an answer. Perhaps the 
reporter aid, too. And, if so, we will go on from that point. 

(The record was read by the reporter as requested.) 

JUDGE HINKES: ‘What is your point, Mr. Curnin? Is it 
the use of the word “statement"? 

MR. CURNIN: I just wanted to know, your Honor, so 
the record could be clear to what statement counsel was refer 
ring. We just have the statement but no Laenti fication. z 
think, one, it should he identified on the record, and I would 
| ask complaint pees if he intends to mark the statement for 
| identification. If not, x intend to do so. 

JUDGE HINKZS: In any event, I think the question can 
raphrased se there will be no question as to what the witness 
ansyvoring. 

In your question, Mr. Stone, would you ve spegific 

about the statement you are referring to so the witness will be 
avare of what you are asking? 


MR. STONE: Your Honor, I don’t think the reference 


to tha etateusnt was nacesgary. 


Ry i. Stones 
Q  W2t me just ask, Dr. Graham, if the composition of milk 
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proteins is changed as they are unfolded by the homogenization 
process or to the extent they are unfolded by the homogenization 
process. 

A The actual composition, as one would determine by chemical 
elemental analysis, is not changed. The physical form and 
structure of the molecule is changed, so that subsequent 
changes can take place more readily than they would have before 
But the act of homogenization itself does not alter the 
composition. 

Q You also mantioned, in connection with the homogenization 
process, that the membrane around fat globules is stripped away 
as the homogenization process takes place. I cane i that 
homogenization does not remove anything from the milk, does not 
remove this mer>rane from the milk? : 

A It removes it from the fat:globule but not the resultant 
mixtura, In fact, it shreds or tears the globule apart, sc its 
integrity is lost. 

Q Dr. Graham, in your opinion, does the fortification, pas- 
tourization, and horogenization of milk seriously impair its — 


nutritive valua? 


A I would like to have the reporter, read the question back 
\ 


if I may. 
JUDGE HINKES: Yes; read it back. 
(The agending question was read by the raporter.) 


THE W.TNESS: My answer is no. In fact, the 


a en ae a eee a corm se A 
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forzificetion adds to the nutritive value. 
By Mr. Stones 
Q I noticed the other day that you mentioned that vitamin C 
was one of the autrients which was affected by overheating in 
milk. Isn't vitamin C in milk also destroyed by light? 
A Yes; vitamin C is destroyed by light, by oxygen, and by 
heating. 
Q Are any other vitamins also affected by these factors? 

MR. CURNIN: Are we talking about vitamins in milk or 
vitanins generally? 

MR. STONZ: Vitamins in milk. 

THE WITNESS: No, not by all three. Thiamine, or 
vitamin By. as I referred in my testimony, is destroyed by 
heating. 

By Mr. Stone: , 
Q Dr. Graham, are you appearing in these hearings as a con- 
sequence of any financial arrangements or any contract with 

A and P? 

A I would not say by a contract. Would you Like for me to 
explain the arxangements? | 

Q Yess; would you, please? 

A Mr. Curnin callod ma in January, on Jenuaxy 4 of this year, 
and he oxplained that, in this case, which I was not aware of, 


a question had arisen concerning the effects of procassing 


steps on milk products and alluded to the two questions I 


(exat) 
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uatter that I vould be free. ff ivi not suve tA veher it is 
I will have to cheek ny ualenday at lun sittin: and 
saine whieh it is. 1 cannot chwmy2 that otha. a) pedirement. 
mis one that was cet spaci fieally wn the grouncs of my being 
on that particular Jay and theve ia nothing I ucn do about 
one. 

JUDGE HOWGS : Let's wait wed) aftes lum. We will 
see if you do have @ problen. If we do, we will tim tc vork 
cut cf it. There is no use taking it up at this tine. . 

I will man at least tentatively Thucsday for Kr. 
Purvis and that wou2d mein for next woek we have oniy Lecvings 


echeamiled at least tcntatively for Tussday and Thuricay. 


| MR. CURNSH: That is corr:ct, Your Honor. 


JUDGE TINKES: We will seo whet Me. Hathies can report 
*o uc after lunch. If theve is nothing else, you my presant 
your next witness. 

MR. FALLS: Me. Robert Haveneyer. 

ROBERT G. FAVEHEYER was theveuron called és a witnese 
a tia Respondent Atlantic & Pacific and, having heen first 
duly i.woren, testified as follows: . 

NIRECT EXAMINATION 


by lye Falls: 


‘ tlenise state youv awne and addvess. 


A Vobert 6. Havenryer. I racida at 16 Prince Place, Stanford, 


Conr.a-:tieut. 
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oO 


What is your ocaupecion? 
Tan a@ iaannagecene consultent. 
With vheat Fie. aoe or assockiuted? 


Y an assceiat2zd with Case and Compazany, Ine. 
iS 2 


QO FF BD P 


How? long neve you ks ALU at coupeny? 


Pe 


I have been with Case and Coiyany situice 1962. I 4 


Tceacne ae SA Sane ANS Se NEN: Re = ae OD 8 


fouxsling partner in the firm. Prior to that I was with a 

i predé2cessor firm, Stephenson, Jord-:n and Horeison, sinze oda? 
Q What was your position with Si:ephenson, Jordan andi da>ri- 
son? : | 
A I joined the firm cs a staff consultant and gradually 


advanced to becone a partner in the firm in 1960 ard stayed 


partner until we formed Case and Company in 162. 


Will you dcesevibe for us the business of Case and Company? 


Case and Company is a general line managenent consulting 
special emphases, among se ace the 
focd industries. One of those specialties within the food | 
custry is the dairy irdustry. 


nat was the business of Stephenson, Jordan ard Harsison 


ce) 


whien I gather was the predecessor of Case and Comrany? 


The practice of Case and Company, mech of the practice of 


Qu P 


exhenson, Joncan and Faend son. .Ctephenson, Jordan and Karri~ 


on nad been consulting to the Caivy induvtcy until the aid- 


1%] 


Sts, 1937, since. that fame So, Stephsason, Jordan anc Harri.soz, 


'whi.a being general anczemene consul. tants, also hed this 


ee a a Ne LN A TED HS A 
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lo.;-time expertise in the dairy ¢.¢ food industrics. 
Q Can you identify soae of Case esd Company's elierts and 


the Cairy indusiuey by mane ov cz tegory? 


s venging in size fecn yevy small ec mpeaies to- 
i soc: of the nationally inown 1 compariies and lavge wm: gicns1 2010- 
We have consulied to Gaim: acoperatives, aisliy 


ae who have procascing and dist7ibution cpevaticns. We have 


‘ 
of 
{ 
: 
category, we have cousulted to dairy cecacccors | 


conculted to manufacturers ef cair, pissin oon Deere and “0 
antes packaging equipment. 

We have consulted with sevoral of the university agriculi curl | 
reseacch groups, especially as to duestions concerring mansge- 
ment, cost control, cos< analysis, distribution operations 
which these apetowleuradl research groups have un¢aitaken under 
elithar Federal grente ard under other types of gra::ts, hut most 
of wich have been directed tovard helping the dei:y sacustry, 
meee esas and distyibutors do a better job in tas their 
costs and planning their operations. 

Our firm is the official eceounting consultant to the Milk 
Incv. try Foundation and ‘that foundction is the prixcip21 asso-~ 
clitlon of dairy processors, distributors in the Urited States. 

— you ever done any work for or in connection vith state 

3}: aontrol agencies? 
fes, our firm has consultcd to several agenesis and I have 


been pevsonally involved in these. Among these are ths Sizta of 


t- 
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Lg 


' How York, prior to my joining the “ina, the State 


id 


. Sowch Carolina, North Crolsna, 


rae re § 


* staie widk comisciions, the aduind. tikttive cotan’ zetion chang2s ; 


s “he Depzretiaan 
a a 
vemilatory agency concesnes wich th rs Fateh y inductee ix, tnose 
states. 
We nave also subaitted Gata ta Montana, although ov client 
“ sas aot the Montana Hilx Commissioa. Our clients were. euiry 
proressors and disteibuwiers, put tue deta we subaicted ras 
thea: used by the comnission in som: of its pricing policies. 


a 


: Q Can vou deseribe any of the kinds o projects cr kinds of 
i tasi:s you have performed Tor * se state milk comutvel agencies 


lox pation bodies? 
A Yes. Te has been very largely, primarily in ‘he field 
of cost analysis. Under their pricing statutes, gercrally 
“cing, these agoncies ts ‘hese states have the wight to 
- agwslish some kind of level on pricin, and « sards that goal - 
need information, information which generally is not avail 
the records of sy precessors and distributers. 
we have been comaissioned vy these various agencies fF 0k: 
time to undertai:e con’ stwiies on behalf of ti.e commis- 
the Departnent of Agaicultiwe, and these cost studies 
7% been used by the azencies, an] I think in all cates the 


2, 


‘ gesvlts have been pwolie. 
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itis, ia addition, in Wisconsin ané in Viegin .a we developed 
cost accounting moraals. 4 ; Ost accowrcisg ma walls vould 
be used ‘by the stcff of the peitestan for any *rewe studies 
lafcas cur wore te:minet.d and the sunuak would als.. be evailadl 
| for faiey processers ar. distributors ot e foe tuenesives in 


: 


thelo erm companics, Lesause minay oF the 


isioibvtoes, pariiculasly the enallar ones, do no: heve the 


; knowledge to develop such a manual . 
They do not feel they have th: funds ta eben: ar: eutudaa. 
fiw by ourselves to develop it fo» them exclusive.y, se the 
ai2 milk commissicn cn its own his, pertly to help these 
| daivy processors and distributors “:o understand their ovn uowis 
! better, made our work pubiie in th: form of a — are cost 
acucunting manual. So our work fo: these ccmmissions hes beca 
primarily in the ficlda of cost ana..yois, cost m2miis ard 
related material. : 
Q You testified Case and Company hac served as consultant to 
the “iilk Foundation, Inc.? 
A Yes. 
Q Do you have any peneorel sole in connection with that pao 
ticulay funetion? 
iA Yes, { divce: the vork of that firm. 
iQ What is your backg-ound? 
‘A I nave a Baci-:elow and Master of Science Degrea ir. Enginearing 


fro. Colunbia University. me 


oo 
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Have you written any papers? 


I ga the ce-autror on cost 


eee 


S.:cond 
think, 
e¢-:wthored a serics of avticlas ca menagement pocolens in the 
"Packaging." 1 heve prepared an article tn the 
beking industry ci the subject of cmowing the cougansation of 


pouie man, how tc deteraine the ecsts and how to use such cost 


Anforiat tion in questions of co;noer.sation. A talk which I gave 


bet:re che New You Milk Dealess Association was imide public 


ana published as an article. 


See ee 


T addition to those weitings, have you ¢oelive2ved any 
o~ 2 


i 
\ 
{ 
4 
‘ 
| 
! 
| 
i 


sp2rches or lectuves on dairy industry costs and prices? 
A Yes, I have. JI have spoken at several st 


* 


eiaiion conventions. On behalf of the Milk T 
I eondected either seven om eight financial 6 


scminavs exound tae 
country where dai ixy processors and pone tn tha apea 
could come and be taken through a aevies of a two- to three-day 
se:liuae on cost azcounting for vrozessing and dist-ibuting. 
Again, most oF these snail ec panies do not know Ix:w to 
det.saine the cost by transection. 
sid: fivm so the Milk Foundatioa pit on thes 
ecncucted then. 
In addition, f havz spoken at two armal conventions of 


‘Wthe “ilk Foundaticn on the genaval subject of cont aid prici.g. 
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I Was the voting’ spcaker at the only seminar dz:voted to 

peicing, ‘public seminay devot cca te uublic pricing in the. dairy ~ 
ing wtry in Chiezgo. i was on for 4 cay ard a heif and another | 
svernkee for about a t day and a — as I reesll. I have spol:en] 


iat wo séainars cor. nducied by the Wink Industs sites Foindaticn on 


| 

| 

i the subject of data pic cessing. 

| I have eppeared before and delivered ‘ talk <o an amwal 
cor.vention of the Inter national Association of Mijk Control 

ea acdes, which is the essociation oF state milk akan, 

| I am on the facul ty - -- this is beyond the dairy industry - 

but I: am on the faculty of the ae can Management Associaticn, 

I leevtre on st anatyate, fina sneial control, dis tribution 

analysis, subjects of that natures 

Q. To what xtent has 5 your profe sefonal career been devoted 

to cost ‘accounting . in tne dairy industry? 

A Since 1955 very levgely devoted to that Andostey. 

Q Other than the reference to the Maastions: Mane.gomant Asso~ 

ciation, are you associated with eny other professional asso- - 


ciation? 


sulvants and IT was one of the fous:ding members of that organi- 


zeti.on. 
Q Did you at our request make a study comparing Boman 
Quctation, marked CX 5C, of Ausust 1965 for A&P with Borden 


nepaineienens on Haak and ‘Dairy Products. marked CX-62?.. . |.” 


: Yes, I am a nenber of the Institute of Managenent Con-- : 
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ne, I have. 


Have you prepared a chavt at one vequcst ill: stoiting the . 


seentes of that study? 
A Yes; I have. | 
MR. FALLS: ‘Your Honor, r would like to hav2 :earked 
as SP Exhibit 109 a single-sheut exhibit entitle ec. "campariecn 
of Sownan, cx 50, and Zorden, CR-2 (Borden Zone 1). 
(The decunent referced to. was mark ced “ Asr Sanibic 
“Ho. 100 for identification.) 
MR. MATHIAS : Could we Lave a few minutes! break to | 
| xerox a few copies of the vevised papers “ received yesterday 
, | aftsonoon. T would like my accounting cxperts to be avle to 


1 follow this and we have only the one copys 


‘JUDGE HUNKES: Yes, I think we hed better da that. 


This is a revised 100? , 
MR. MATHIAS: They are underlying  dooume. nts — 100. 
"ZT den't know whether 100 itself hes been revised or not. 


MR. FALLS: No, it has not. We have n> opjaction to | 


JUDGE HINKES: We will tale a chort reacss 20 you: 
f 

) Gem :terox those copies. 

(Thereupon, a brief recess was takens) 

—_ HINKES: You may proceed, Hr. Falls. 

ay ii. Fells: 


‘+ @ Let me hand you the document which has been ravked RAPX 


- 
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ise and ask you if ‘that is a copy of ! chart which ycu say 
you had eens where you comupar:d the iceman @nl Bergan 
qiwotes.’. : 


A Yes, it is. 


:.. What underlying decwacnts did you examine in or¢cer to 


Secure the data necessary for these calculations? : 

i A We relicd upon CX 62, CX 50, CX 36, CX 42, Cx SE. We 
also relied wees pege 7 of a proc sdure out]. ine pr:parec by the 
Box din Company, whi. ch tT believe is A&P Exhibit 65 in this 
hearing. We relied upon a Borden internal document for its 
‘Region 7, which I think is ASP Exhibit 73, and we relied unde: 


Borden summary billings to A&P stores in May and vepterber 1965 


Q- Mr. Havemeyer, and let me point out, Your Fo: 10P, Ke now - #8 


“up on the easel 2 copy which I beli ieve <o be an ident rieal copy 
oF RAPX Exhidit 100. The title o7 AGP Exhibit 103) intiontes 
it relates to Borden's Zone pe is that oomenat’ 

A -That Ss correct. =~ 

Q - That isa oomperiaon, of the ques as they prolate <0 Bond 
Zone 1. | oo 
A Yes, a. | 
Q daciedieinbiate: what snneinnns of A&P sales wire ir. Zone 1? 
A Approximately 75 percent. 

Q Turning first to the figure of $2,521,29%.96, which 
a>};ears at the top of the Zirst colwm ‘on ASP Evhibit 130, wo 


‘yor. explain whit a i vep:‘esents and perhips at this . 


- 


ren re rp ee ee 


1 


‘ a : $778 
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point you could use the large copy of the exhibit mourted on 


2 | the easel. 


3 


4 


S 


6 


| A This figure vepres2nts the price ASP would neve paid Por den 
 undes the prices quoted in ‘CX 62, based upon the enial quanti- 
; t2es Listed in Cx 6 in Borden's one 1 fom homogenized milk in) 
| paps? containers in thrze sizes -- quarts, half-gallons and 


a gelons with an edjus ‘mont, an adius teen % being an adjustuent 


i nm the price of raw ni? *. 


| 
' 


' Q Would you explain ‘that that adjustment was tc ie and how it) 


i! was made? 
A In Eorden's quotation the eee quoted in Cx 62 were based 
| upor: a raw milk price of $4.29 per hundredweight. Boden 
included a provision to change the quoted price de veniing upon: 
iii in the prica of the raw milk. We used the me ait 


« Ce 
1 Q To adjust for what raw mi ‘fas opposed to on. 292° 


4 in the table which is laid out in CX 62.. 

| 
A A peice of $1.32 because the Bownan price was aint upon a 
raw milk price of $4.32. To make a valid comparison between 
two quotations, wa made use of this adjusiment which was a 

| feature of the Borden quotation. 3 , 
Q If I understand vou, the Borden price as atijusted was 
‘based on $4.32 per hund-ecweight, as was the Bownan pica? 

A That's right. : 

ik From what source wis the annval quantities of AEP's per. 


1 chases determined in co::nection with tha calculation of this 


“4 


5 


6 ; 


_ 6779 


ee 
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‘figure, of $2, $21, 224,937 - 


20-A These annual «var sities for “orden Zone 1 er: lzic cut and 


i stated specifica’ ly in CX 62 for ° wone 1. 


iQ Agaia referrir.g to the raw mk peice adjustuent of, to 


I, 
|: 


mal:2 a conversion from $4.28 to $: +232, you nentiored that this 
was taken from the Borcen quotation. Can you “S$Mentity ‘che 
particular schedule involved? You can go back to yorr seat. 


and locate the exhibit, if you wish. 


A In CX - pages K K and 0, the ‘cic is shown in the price . 


‘for a quart, ‘half-gallon and gallon package of miik for each . 
per:ny change in the hun dredueight price. | 
So you directly epplied that schedule. in — the adjust 


ment ‘you have described? 


A That's right. 


Q Me. Havemeyer, let me direct your attention “io the second 
figare in the first column, which is $25,345.75. Let me ask 
you what that wecuubesitds. | 

A This represcnts Sn ndguitnant fon a value of one-tenth — 


perzent in butterfat being the butterfat level in the henogeniz 


The reason for <chie is the Borden quoatior: was tased upo 


a butterfat content of 3.4 percen: end Bowran'’s quotation Was . 


bread upon a butterfat content of 3.5 pavcont, enc Boréen's 
Cx) 32 showed how such ¢.a adjustment would-be made. 

Q ‘Again you used tie methocolozy described in the Borden - 
whibit CX 62 in azekiny that adjusinent? : : 


4 Se. 


Cpr, “gences 


Jot are cae 


Fak A te 


L8D SNS Ta ae 


0 
* 
uf 
is 
4 
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That's right. : 

Covld you ic:ntity where that schsdule is to de foun? - 


So that the butterfet adjusinient you Just dessrijed 
ounted to $25,545.75? 


That is cerrect.” 


A 

° 

A CK 62, page X, entitled “Forvia Price for Row Milk." 
le 

i 

A 

Q 


Do I understand the following Figues, 52, 545, 3H. 725, 
represents the Borden euoted price on the homogenized milk 3. 
paper containers after both che Tew mas and the bicterfat 
sdtseiniest 
A That's right. : 7 

48 Could you next ‘toen ‘ the figure of $2,514,530.13, which | 
is <he first figure in the second nti, end tell us what that 
venconssite and how it was determined? ; , 

A That represents the price that the A&P Company would have 
paic to: Bownan had ix accepted Bowran's prices as laid in CX. 
5c. ‘That is based a el the --- , , 

Q This is for the sane Sen arer .. 

iA For the same etuats of quarts, half-gallons and gallons 
Loe homegenized milk in paper containers using the seme quanti- 


= apectties in Roréea's CX 62, this includes an edZuctuent. 
l, Would you te™l ue yenevally the nature of that adjustient? 
t, The two quotations were presented in five geo yraphic areas 
calied zones and they did not coinaide. We made an adjuetnent 
|t0 put Borden's Zone 1 on a conparable Seoqraghia ares with : 


Be 


= ie spat 3 Re 
SME PLS ee UPR yay reas or 


b = GST SE RSS PS 
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Bouinan's euttien. 80, the vric2s would ,weflect the: sane 
areas. _ a. | 
.. Fave you at ovr Poquest prepared’ a series of chevts to 
iliustrate the geograp.ical diffesence on abe yu have just 


referred? 


1 A Yes, charts like this have boen prepared. . <. ooh 


MR. FALLS: 4 would lik: to shave these - vharte marked 
A&P Exhibit 101-4, B and C. pf ES 
(The documents referred to. were masked 2EP Exhibits 
“101~A through os? for iden‘:ification.) 
By Mr. Falls: ie 
ae Mr. Raveneyer, we have put ud on the easel here the docu- 
ment which has been marked as ASP Exhibit 101-A. This is a-- 
chart: you prepared, is ‘that “e , : 
‘A ‘That's ight. Tossa at i 
Q Vould you explain what it shows? 
‘-. This shows the location of towne in which A&Y hed stores 
on at least those towns which were identified in roth the Borwma 
and Sonden quotaticns as to where A&P had stores £0 te served 
under the private label bids. It is coded first in color 
with Bowman being red and Borden being blue. It js further 
: coded as to the shepe of the symbol “co inttoute tie frequency 
of delivery which was indicated in the quotations. 
Sinply, in the cave of Bowman es in the ease of 3crden a 
vound circle, solid cizele, indicates ‘that steels. 
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delivery vas anticipated. 
A solid squire, either :sd or blue, indicates that 
thr 2o~tiiine~peratesk delivery was articipated. 

- A squave which is white in the conter and that is : 
biu2 indicates Borden anticivetio:: of Zive~tines-er-week 
“delivery. Although Eo:-den had mae notations ebout four-times- 
par -weelc Sethtieiliens in its bid, 3% cetcvally identified ne stores. 
wheve there were to be four-<ines- pexr~weck Gelivexy, £o-you 
“will not find there anv of the blie squares which ai helt~ 
she-led and half-vhite. nek 
Q ‘Lat's turn to A€P Exhibit 10°-B and let me ack you to expli 
thet one, Mr. Havexcyer. 

A , This is a photograph of the wene map which you have pre- 
viously looked at with an overlay on it; that is, ail the 
sym>ols, dots and squares are identical to those ceen on 101-A. 
Tne red shaded areas indicatc the zones ae ovtlined in the 
Botwxan quotation. The heavily shaded arca, the sclid shaded 
arei, indicates it is Chicago me sopolitan arca. 3 
Q Is that Zone 1 or Areal? 
A It is Area 1 as indicated heve by my pointer. Its so-called 
Aven 2 could be descril-ed as Northwestern Tllinois. Its Area 
3, indicated by the slented sidan and as indicated hee, could 
23 |\j be: deseribed as Horth Central Illinois. | 
24 It called Av2a 4% vith verticz1 stripes was its portion 


25 | of Indiana and, finaliy, its Area 5 over on the West extends 
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over into: Towa, but also includes parts of ‘Tlino! is. So, these 
ave the five areas or sones which have been — ‘tes in basct 
Bot? aan quotation. 

Q Will you now turn | to A&P Exh! bat 101-C and @: et what 


thie shows? 


A ASP Bxh{bit 101-C is a pictwre of the origin: 1 xcz with 


the same indications of town locations, with the :ame red 
‘sii.ded areas as shown on 101-B ani with a second cverlay of 
blue representing the ones which weve described in Borden's 
quetation, CX 62. This gets a little more ai? Siovlt to ‘follow, 
aa I will outline the areas. Tim now talking alout the blue 
ov" sed: areas. eS fe : , 

Bowden's Zone 1 is that vhionh has the anait cots in it and 
you could generally ‘decoribe it as the Chicago mot ropolitan 
‘avea, but also including a section of ¢he northwer-tern portion 
of tndiana. I will trace its outLine with my poi:-ter heva. 
This goes over into ‘Adana, up to the lake and over to there. 

Borden's Zone 2 was another part of Indiana, and I will: 

22@ that with ny poir:tex. : : 

Borden's Zone 3 is over here. It is this. wnusually shaped 
ave coming over herve as far Hest « a3 Rock? fonds t helieve it 
in, and down into Jolict. - : 

Its Zone b was a paowlic rly chaped area including a sectio 

oF Indiana, North Centzval and a good portion of Ne rehucetaen 


Tilinois up to te Wiuuonsin tine. 
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ao 
Zone 


5 is over on the West including portions of Sowa 


| and Illinois. 


As we have been ti-lking co fur, we are Foeusning on Zone 


1 Borden, which is generally its Chicago erea aud the rorth- 


weecern portion of Indiana. . 


“Test ipony of Robert. G, Havemeyer Ze 25 0 1 67&5 
‘If r understenc 3 you, Mx. sca lanai the pact. wilar azee a 


tha: omnes the nanas site for the grog: eehicz 1 as: — you 
hav: xeferred to oe s stall pi 2ce of 3oréen fore 3. tart 


ext: ads: over inte north vies? ‘Indiana? 
JA That is right. 


Q In the part that we have just point a : ; this. Rit=te: 
ae of SS that sticks ever inte inéianz ny Ain s1a2:6 
Bc hh ‘gone did that’s fall? . | ee : 

A ‘That is in - af you would reZex to Exki pit gig thal: ‘f2lls 


in Sownan Zone 4, its Indiana zone. 


Q fees Bowmari quote ‘to A and Pa different price fox. its 


Zong 4 and its Zone is. 
A ves, it aia. 


Q Is this the xveason why some adjustment wes ne 248: sary? - 


, : « Os *, ere: 
; a 


A That is » ight. ; 
o Would you ex splain, Mr. Havencyer e in 3 genase webs ais 
‘Take, how that eajustnont wes mace —- that is, th gsoqrephie 
adjvsinent with respect to this little piece cver ia npabiinest . 
Indiana? a 2 = : 

First, how nen A.énd P etores wie located ia that - = 
‘parts icular seguons? ie é 
ee There were 1s A and P geoxe sa tn this smell segiaat ia 
nox shwostern Indian IZ, ee there wera alse 15 A ané P seaue in 


thd: : torden zone 2 2 in Tndiana. 


How many R . end e stores were there in all sina Borden's 


25 f ” aiieeaaieed of Robert G. Havemeyer. ~~ 
; A Something over 10C. 
Ruewing that these 15 stores in thet eavll siction of 


necchwestern Indi .wa #8 well aa 1S stores in its iadirn? “one 2, 


a 


atne® M Re werens nee swe. 


wie ragume that the amoerat of fluieé milk preduct ac aquatad under 


—_ 


this bid would be about the sane ia dexh of those zonaz, On 
the basis of that, we neds an adjustment. 


Q. So you determined then the anticipated volwte of sales of 


there 15 stores in the segusnt of vrorthwest India:a wa rave 


tet et et eee ee ee ee 


tated aboue?: 2 <)> fn.) 8 a, ee ee ra es 
A That is. right. 
Q You applied co thet volume of sales the Sowon Zon 4 


price which was the applicable price? 


: 


ae 


A That is right. . “hy i ait tae URN 
> Dee think perhaps We can So back, Mr. Haveneyel:, ta 4 and p. 
(Exhibit 100, unless the Court would like come further 
‘epee en on the point at this etage. 
JUDGE HINFES: No; you ray eoatiaus. res 
| By Hxr.. Fallss | 
@ b Sas understand your testimony, Mr. Havemeyer, tne figure 
2 OF 32,514,536.13 represents the Bownan quote Sis ee ae 
: questity of quarts, hai.f-ygallons, and galions of Lomegeuized 
(1 mi2°: im paper bnnbatieise sabia iosti mace the gacgraphical 
‘adigustmont which you have just. desoxibed? ch 


A fraet is right. 
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o - Wovl.d you te22 us what $22 122.9.38 represents 2 Which is-the 
zce' nd figure in che £23 right-nar3 solunn on A and PB 


Exh: bit 100? os 

A Theat is the ALtforence in pric vader the Bs: aan and — 
_ Beran quotations woditied as Zea ribed in che ed! aztrents re 

REN. Suse talked about ‘or Yawn. peice, buttert az adjuatrent; 
ang gsographiec ad-ju3tm cent for — ne rogendzed wil: <n peper con 


cel:.3xrs, in quarta, hali-gallens, and gallon sizes, 2:16 the 


8 Wars. 


tec’. that it is <« posit ive nevber 2: vie thet the ? ani : 2 Company 
@ have oata "$32,110. 53 lens hed it accepted thea ) Bowoan bid 

had it acceptes. the Borden bid. 

For these products? 

For thsee producte.’ : 

Let ne / dixect your ettent chon wiat Mr. iiddion has to the 
aig oe $697,926.87, which is the fourth figure in che first 
ecteun on A and > upsets 100, - and ask you. what sided vepreser ts.) 

HA This represents: the price he the ‘A ané P Cc many woulé 


t hove: paid to Boréan for ‘uaied a md LK ain glass galloa con= 


wer ores ame ORLY 
Se oy et ee 


Col 


teirears had it accnatca the Border quotation based UPD . 
quartities laid out in Cx=S6 and based upon billi 1g oricaus 
which Borden wes actual ly charging to A and P in t2¢ Shicago an 


bicbS ave. The season for thie is that in CZ~£2 thes con- 


BE TEE GO ME Bs at sh 


‘xr Was withdrawn fxom tha bids. 


Nid.you meke ‘the SaaS ‘vovenilke price adjustwe at in calcr= 


lrtcng that that +01 did in comection with the milk in paper: 


504 


cor :alaers or was that not neccesiury? 
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Exause m2 just i a ninnte. 
Yor, the ca:2 adsuatrent: was wcéo fox the rer -.akik pe clove. 
Waat does the nuntar of £6 202045 Sopres:3nt? 
, A gant reprezints, as for <ha ‘dae ty paper co: tainess, the 
; vahrs of an addit:icnal centh rerecnt butterfist Got tant to ‘bein ing 
ee: honogenized — in bide coni:aJnexs si to th seme iaviroll 
i wie deeee cor tent as AccimAN vould hate had in its quotation. 
Q ‘waat dces the $592,860.08 rapresent? 
A This is the price shat A and P would havea paid to the . 
Dow aan Company under the — laid out in the Eo man an quotation. 
Q nat a Eneludes the GROG: sic edjuntm: n& thee you 
; ; ae 4 “ 
described before? - . 
A Yes, hie Wei 


Q What doss che see of $111,286.44 se asain 


PE aA eR a ROT 4 4, 


A ‘hat is the Gifforance between the figure for Beréen of 
$764,169.32 and cne ficure for the Bowman quotation of 


$552,880.98, Tne face that it js a positive figuie maans tnat 


Bp ent en tree eReT HA 


eud P would havs pale Potaaan $131,288.44 lese than L& it had 


sag feat 


ace2pted che Borden quctation. 
Let's! tura te the next rew of figures, hegive-ine with 


$3,250,810.03. €> elos-g thex: anc explain these figures. ; 


REAR fe 


A $3,250,010,13 is the sum of the Sonus for jvst tha 
hos agendzed milk in payer containcks of $2,546.64¢.71 and the 


ficare for homogenised milk in gless gallon conte! ners ez - 


= * 


. 
GEA Baye Fs ae 
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- ene ue . eres 


, | $702 498. 32. 
Me ! 


wee 
ss mdlaxly, razor Cue Bor “RAN rere thee Higu:.3 of 


sl $s, vor, 1d. 61 is tha sva of the Best: i3i. custation 3 oz — ve 
4H sas in ‘paper con'saine: : of $2, 514,130.23 aan $597,289.38, the. 
5 let .ox xeprosent ing the price A ara P would have paid B: ce ae 
6 Il co: any ere milk in gle 33 goA.lon Gant cadnere. 
_ These twa figures *hich &e@ ca cha lins “tote i. . ©265 eof 
hon: ‘ganized mills ‘ed just ad co 3 anc a half parcent, out te: fat" : 
Jhav.. theix, differen 3e indiestea 2u the right-hmnd colums of. 
$2411, 399.02. The fact that it is a 2 positive figura abeerseciimiaae 
thai: A and P vould have pata the Bows Company that mock less 
“had at accepted Bownan’ 3 quote thea + would have paid aha a 
Bors ‘en Company. es - is 3 : 
Q This npr} ter to soe: honogentred milk ’ uhather : in pupar cr 
giaun? : : , | 
A thee - right. 


ae — you next tur your abbcneden ees the NOs & B3r.es of 


lad t RES SAGAS OY By we, 


. 
— o* 


iter: Bes opposite the heading Yornor seiry iteng on wh Rich Soles 
offizad private labal®? Y 
A Yes. In Cx-62, Bo: ‘tian offexea aheet othar itims bevend ‘she 


henciaadend milk gx =p in private Lebel. When we vent “shrsoisc h 


eon ee 


the rawemi lc price adjusttment 2s Csecribed bercra, going LLOR 
| $4.53 per hundre¢ws ight to $4.32 Fer handrodwaight and axtund= 
j ing that men tied price by the que atity set out in Bo7a-1a's 
CxS2, we ‘nebbund at th: fines of $1,063,967.48.° : : 


a te 


oct. and wade the. gsographic adjustrent that ve 4: scribed 


t 
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2506 imizarly, waga we applied Rearen*s oriccs cc this2 proc 


) 
bei ce, thon wo 2.20, fer Povuin, one ‘heist iitfer= 


et.c: is $?8,19C.21. Me fact that 2t 1s indicate: as a negativ: 


ur-or mens that: 2 axel 2 would hews paid Bowwan £18,123.11 rors. 


t hed acceptcd che Been guotaticn than hed it acespted 


Bgain, would you ¢o through “he dane procedur3, ik-. 
Hav anayer ~~ lot xe net: 7 one question. On thei particles: 


ceenparison, was any but -texrfat ees neces Saxry?- 


A No, there wes no edjuotnant r aonenanrs 


Q .Going to the next line, which, is *fotal Ll items on whack 


| Busiten offered private label, adjraced to 3 point 5 percent but 


4 


td 


verfat,” explain what that shows. 

This is the am of two figures. In the nr of Dexrdeon, it 
is che sua of $2,546,640.71, Wirich: is the oekice fcr homogenised 
mil’: in paper conteinexa e ‘three diferent gices, ind for the 
elit ether items cn which Roxdéen offered the oni ucts ‘in 
puivvete Lebel of $1,065,957.48. 


The corresponding figures wee added in the Fowsan column 


to yiva ua a sum of $3,596,597.72. The difference: between the 


mie €igures on thet line is $13,920.47. The fact that it is a 


por.tiva figure mvens chat A and P would have psic Bowman 


5,920.47 lees 1€ it had cceepted the Bownan quonetion than if | 


it: aad accepted ac Bo-den quotation... 


pe 


mypeiee « 


Nee BP EE, BpeMeEMRE. Emmy Ses Tt 


t] 


+ 
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2 Thic is a ccmparison of ell cf the 11 itens v adel Ro: fen. 
ofd:. sea Pay private lzbel? 
A ‘That is rigkt. - 


Q Ané includae ag othexcs? 


A That is right. ; 


Q Would you dirast your ai:teats Gu erst ta the 2A saliae Line 
fig:.res appaering oppozite the herding “10 attieic aal icexs — 

in or Bowan idbel And by Borden in a 
off.:xed by Bowman eF — abot —ead-by-Bemden—+ad—soxdea 
leb 1 only*? . 


aR . Yes, sir. is indicated by the footnots, thasa 29 itams 


| incude sour creem in oints and haik-pints ¢ pints a sour half 


and--hal £, and so “forth, caeonaty ect out ia Yootnate 36. They 
Wee: not offered by Boz dea ir. private lebel but ox Ly in the +. 
Borcan label. aS | ; 3 | 

Borden did not hava an iced estimate ef the quantity of . 
there items which: would be purchased by kand P. Thezefoxe, we | : 
do some proportioning to determina approximately how auch of 
tho:e 10 additional ters would be: purchased beset upcn some - 
bil: ing sumaearier.'’ 

When we tool: ene ectual shies which Boxden had »ean che. 
ing A und P and xup tip? ied by the quantities which t just man=- 
thos: a, we ceme tp with & prica of $692, 850. 94. 

“vinen we appli. ad Bc eer prices to te the corrat wemthet puod= 


uct:: <= and I use’ ?sorr seponding" sather than "ide wtizal® 


bee: usa they ware “not iijenticel; the Bowman er was shom one 


? 08 vestimony of Robert ‘tenes , : og ‘sma 
Nway and Borden might call them ancti.er neme, but +3 far as we - 
sew d &@1l, they wre the corxespe aiiay paoduct ~~ than wa had . 
ja ia of $597,163.62, ond that figure alsc inclaudea 4 qoo~ 
guachic satianiinats I jest aescribt.d. 
Pinally on that Lins, a figure of $95 ,6S0.32 cop ceuents 
: the dizfexence betv2en the Bowman and Borden quote sions for 
thee 16 additioral Lia and the fact thet it is a sositive 
nvitter means that & silt P would hz.va paid Bowmen (£95,393.32 
les:: if ic hed acezatec the Eow:zer, qcotation then if it had 
perenne the sinsitnin avetation. 
Q You nentioned this question of ennval quantities. I 
gati.er that the annval quantities for the precadir:g projucts 


wers obtained from the Berden bids on private Ledi} waere those 


7 
é 


annual quantities ware set out? 
A Yas, sir. 

Q Since these 10 products wore not inciuaed in taose bids, 
prin was no such convenient couxce cf the annual quantities? 
& | Tnaat is right. 

Q So you had to daxive sesiancibions Boréen's actval billings? 


Tnaat is right. 


A 
Q Wovld you turn, then, to the final Nina, in which “he f£ig~ 


: appearing opposite the total 22 fluid milk itens ~= 
‘nore is a figure under the roréen column cf $5,007,523.45 
‘his ia the swa of three figures. Yt is the price fer all '* 


hes -genizad milk itens of $3,250,£10.03 and the eight cthar 


. Test imony of Robert G. “Havemeyer es 2 : 2509 783 ee 
d dc ivy items on which 2arden offercé private libel aad, finally, 
thea:2 10 adattions) itzas etn Bordcr offered onty da Bo:2den, 
1b ile 
Yihesa we add the ot-tzeenondinc figures for EBs» nan, ¥e find, 
dan he Bowmnn when, & figaxve of $4,785,729.22, 218 cho diz~ 
fex:2ce batwean chose to totels in those two col ms ia os 
$22,899.23. — The fact that it ig 2 positiva f£i¢s.3 maens that 
Aad P would hava paid Bowman th:.t auch less. money £ox these, 
22 :.tems Af it had accepted tha Beuwmen — then baad bate had 2 
ft ace: pted the Borden quotation. as ; : 
Q So this ‘is the é@iffor rence in the quotes for 211 22 Ltens 
if 2 ana Pp hed taken ‘all of them from Bowman dente at of ail of 
thei from Borden?. ae : A ers Be oe oe ey, 
A That is right, .~ °> 
Q Mx, Raveneyer, werk you able to pee in tha sama way : 
‘the Bo:éen and Bowasn qaotes for zl zones? That is, this is a 
comparison with respect to Zone ‘. Were you able to ‘ante the 
{ sam: comparison for all zones? 
No, ¥e were not able to do that. 
Why vas that? Should. I put the, mags back Pal 
Yas, I th ink that ‘#eould ke he Ipfinl: 
2X can aiteot your attentica co thin map, I vant to 


ano! asize * point ‘that thare is a Lack of coins Jense de 


1 ween zener Or in’ the bomndaries. ‘thers is censi¢arabin ¢ he: 


j lap and there are pocke:s of overlap, if you will, whore it 


4 
aS 
o* ®, 


e 
e 


5 10 ‘Testimony of Robert G. Havemeyer 
1 i} micit he Borden “ora 3 and Bowman Rone 2. 
> ba specific, {cx exauple, ovnr here in a p~ortioa of 
con:zal Zilinoi.s, noxth central Illinois, thexe i: tha Joxéor. 
for: Nuaber Be at: indic ated by ths eroschatching. L3 indi~ 
entod py the xed cxoselatching going in the other dissection, it 
ics Mowran's Area 3. | : 

Now, just as there Was an ara of overlappiacs. ones 
a6 different shapes ard sizes of overlapping axes ox socket: 
of: overlap in these other zones, ¢zva us a problar. Ye did. rot 
hev.i in any of tka qactatioms specific guantities af 3ach of 
the milk LEAMS ¢ the i1 tones which would be sola in cia 

chose subzones. Ha just did net know how muea 2f chzee 
“aeizy products weuld be: sold here in theee queerly shap2d 2ores 
and all these zones of overlap. | : 

As you can ses, thore are quite a few soties ck evetlep 
peculiarly shaped aXo2S - no regulzrity ‘to it, ana w@ siuply ¢ 
Inct have quotations telling us whet the quantities woald be 
the axcas of overlap, a3 I call them. _ : ; 


s 


b Secondly, thers wa3, in the Bowman quotation, a sonswhat 
es refercnce to an cijustrent ca sinha price, end I reed 
as Cx~56 - pace 4: "In the eveat that storss ace ue:tved in 
are:3 where there is ac Pedaral milk ordex or whex2 the supex= 
posi. peios in not effective, wo will adjust the qurted prices 


in that area." 


Finally, we dia no: have availeblo to us, alt wvyh wo tried 


1 
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to cat he, information in cthes areacs Scyond Chicé. jo «nl sweurbs — 


|] which corresponded te te palling sweearies which 98 7a%0 able 


te «se jn the caso of ¢ -~icas for glass gallon cont ai inars ond in 

the are of both privos end quant: sian wich ve Ut 34 :ith 

Yee sce ‘to those 10 additional itcms ofzurea by Bc zdea in Bordon : 

lck.s1 only. The infoxt ation could not pe cavel. —_ bayoné <he 

biliing summaries evailabte fer tke chiengo and 9. 3uxr ve areas. 
So, for there threes CAACONS , a could not ma! 2 this wind - 

o;}' wmalysis os this tyy2 in the othar zones. 


MR. ¥ALLS: Ve are nearly ‘finiohed with thia exhisit. 


Cori.d we have about a thvee-minute recess so I car: 2€9 if there 


is —— else I have on this? 


JUDGE HIXHZS: Yes. We will ius i rocer 6 tor @ fsw, 


minutes. 


(A short recess was taken.) 
guns UENKES : are Falis.. 
2 MR. FALLS: I have just two more setae 
By Hr. ‘Palis: : 
Q I direct your att: ‘ntion to the next to thd last nnading 


f£ccu the bottom on A and P exhibit 100, which reais: “10 2edai~ 


tics2al itens stint by Bowran in privete ox Bowsa.:n J. abe znd 


by tordan in Boxden lavel only. fo you have any oneness with 


a: sect to the accuracy of that handing? 


A Yes; the heading is elightiy inaccura’e, bas:d upen my 


xa ding of Mx. Fitaik Cmmon! s testimony which I «0d in the | 


“od 


- 6796 
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lee: few days. 23 you et imagin:., this was prapexed sono tine 
prise to that. %a Yr. Tannon's testincny, ha sei¢c ae: seven: : 

off oe a few itcms in axivato lat 33. or Bewaten lat st “ue thet 
or ° he emiLl-volute jecns thay wore olng te be of Zarzd only in 


) Povman jiebel. 


However, he also said that tis price would ye.nai. che seme, 


a a 


3a there was tha option, whethr shay tock it ia Eaiman oF 


o ON 


vate Lebel. 
go ths heading is ‘slightly fs accurate in thai. Bo man did 

otter lew-volums items in the private lakol, tut “h2 price 
ais net change. are 
Q But the cutee was not altores? 
A The price is not elterad. 
Q : I believe, zlicioush I could te in GXTOL, ‘that in your tes- 
timiny with respect ee the: comparison of the Bord< and Bownsn 

W gnoces on glass ¢rlions of homoger ised miik ~~ I baliev: you 

szisd a rvew-nilk prise aadjuatmsnt cf the kind you ¢ascribe wae 
site in connectioa with that comperison. Is that sorrect? 
A I€é I said that, that was WLOIg. There wus ne adjustment 
necessary for the raw-wilk orice ca glass galion containers, 
the reason being chat tis item wes nos quoted in Tx~52 and, | 
the: -efore, aia net aave the price aéjustront te gc along with 
it -~- more specifically; tha price which we have used to 
éev-Lep the figur2 of $597,926.87 >ased upon the a3stual price , 
cha: gad by Boréon te & and ? in tha Chicego and sv ouxks aren 


7 


— A. eer ee G. Havemeyer 
dux.ng 1965. ‘ 
21Q °&#In Septestez of 18652 
S | s Septembor of 1965, yas, fice 
4 Q That price wi2 based on a rax-mllk price of $4.32 pes 
5 i laa ‘eacweight? | | | 
That is tains. 
§ MR. FAL S: I oouse Like to offer into e écnce , 
1 A ard F Exhibits 101A, B, and co 
MR, MATENAS: Your Honor, nee I have gers vois Gire?: 
JUDGE HINTS: Vary wall. : : 


VOIR DIRE 


¢) Mr. Havemsye~, these wnie esrtain underlylag :omput.ations 
mad by you in connection with the preparation of “espordent 
A and B Exhibit 100 for identification, wera there not, six? - 
1 See 6 : | | 

MR. FALLS: Lot me have zarked as A and! Evhibit 102 


a mvitipage documant whach ia gatitl<sd "Location Of Ir.diana 


a 
x et 
: ve. Mathias: 
l. 


A and P Stores by Bownai: and Bo: dens Priciag Areas." 
(The docunant weferxad t> was marked Raspone ent 
A and P's Exhibit 4102 for ideutification.) - | 
MR, FAL:S: We will wark os A and P Sxbiiit 103 a 
Gout. nee consisting of sour pees mntitled, on ox first paga, | 
Song 1, Adjustinert Prices 


Cie 42) oui Raw MAK Price of $4.::9 Par Cwt. to Riw Milk Price 


Testimony of Robert. G. Havemeyer: s4&s, | 
ey, ie right. They wero a avvuckoe — i. 


anche) 2 e 
20 Pee armcune. 


Q Chat was your: nox«t step utter vou. nad obtalirsd the se : 


Thay ware - 


en nt 


Jen 


°<s 


pancontags Eiguxcs? - - a ee 


on tkeaketa aatdessdentoe ee 
SG erase 


BR +I now xvofar you to to. Exhibit: 102-7. I refar you to toae= 

mye z ; wnick sayss °%See 1-3. That is the oe tes =u ‘left, 

wilch is 102—P, You will note, ia tha first col un of alata a : 

again, wo hava listed the products oS ft: BY — beaen Li ated in : 

tua: previous subparts ot 102. In tha €h urs colum, of cata, we 

7 ——e the Hoes oft ites shoun or: 102-P. 

That is cader the heading "Projaction Factor? | 
Ghat is right. 

She second column, “Points pax unke,” is tne an aa - 
‘divectly £xom a Borden docunent, which is the numoer o:: ‘points 
per unit. We hava postings fxom C¥-62 as to the mums: - of 
units in Zone fox each a the privz. se-label items we for 
exuaple, the homagenteed paper gallon, 373,327, aad so on dcwn ~ 
ths List.. Hultiplying that by four, a wouid give uz 


3,693,308. 


That would bo the number of points of papez gallon? 


YeB~e 
Now, we have from Borden's ~— We hive data from B:rden's 
ma 2, and that is posted in Coluna 6. 
Q Th nase are tha stores ovor in the south Bend noes 


prinmaxily? 
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aQ 7eusonable oxtanaicn ox ting! 


MR: CURNIN: May we have. ona veex, 0 the foltening 


Monday? —— Cie) eee 


MR. CURNY: She th of Appi. 
JUDGE BYZES: 


{ 
4 
f 
a 
JUDGE EINES: “he Sta of April? me | 


enter the oxier hese ant noi On the sscord so that no 


etion neon ba teken dy te 


R. CURNIN: Thank you, Your Fonoy. 
JUDGE HINES: ‘he vetuim on the subpoena directed 
co Respondent A & P, a subpoene which was igeued on the 20th ‘ 


£ Nevch and is veturneble on the 29th cay of April, the responds 


SOAs PON CRAIC! ene me ae Oe 


cocthat subpoena, at the Pogues: of counsel for A&P, may be 


fa tages SONI © 


» than Apeil Sth. And by thac, I refer to any 
‘rotion to linait or quach or ant othen such Liuitation eas 
the cubpeena may be made no Later than Ape il Sth. The + 


voturn date romains the seme, a 


LR LGTY SENS |, 


erm comereray £% wtra 


Is vhere enrthing alsa that should be talsea up at 
this time, then? , 

‘Yos, Mp. Setnefcr? ' 

MR. SCHAEFER: 40 2 ind. erstood it, Your Eenor, the ' 
haut wiimess xelating to Couat 3 will he on Friday soraing; 
is thet corvact? 

MR. CURNTL: -That is vowrect. 


JUDGE ae 3 253 That is 
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HR. NSLHYAS: eve deroe, we wero éiscuseiuyg eaelier 
the sucstion of when we wovla rorw. ft is qiite a pit 


lates now. Pius LI have fovnl ovt Ly telaphora that tha doau- 


ront; will be veady at abovt a quarter to 2:00. I would suggest 


q 


te mike a 2:06 o'alcak 
MR. CURNTH 
“guDeE HIME: YZ it is wnavoideble, I sce no 
altevaative. 
UR. MATGIAS: We arpested a lot mere questioning 
That or tieok an opportunity to have 
those = cocunens was cut cut of 
lie. C'Connoe's aue RENE i a3 init rea chings a lo 
chem we had expected. 
DSS HINKES: = woll, 
and vesune in this room at 2:00 o'clock. 
(Whereupon, at 12:00 ».m., che hearing recossed, 


to vesume at 2:00 p.m. the same day.) 
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Cx} 
ROBERT G. HAVEMEYER weet the stand and testified 


further as followss 3: ~ ae 


* 


DIRECT RSAMENALION. (continued) 
By fe. Falles ae mt 
. Bo you have before you or can dios put before you 
CX Exhibit 507, 7 ae one , 


i 


Yes, I can. 


A . 
Q ‘Let: me direct your attention: to the second sical Mr. 


Havawayer, let me dixact your attention to the first sentence 
of the second pazagraph on Cx~50, thich sayss *. “These: Bownan 
> quotations wero davelozad by our accountant on a total esti~ 
mated volume of approximately $1 million per month, 2€ delivery 
: days, using Chicago. list prices." 
Let me ask you, Mr. Neteroue, ‘whether you, at our request, 
made some analysis to. determine whether A and P*s annual volune- 
| Of purchases at Bownan Chicago list prices would have been on 
\ the order of $1 million per month. | 
Yes, I- have. a 
- What was- your conclusion? 
That the dollar volume at in the neighborhood of 
$1. million per. month. 
MR. FALLS: I would a to have maxked for identifi- 
cation an additional exhibit sonnei: of a number. of pages, 
the irst of which is entitled "Estimated Average Monthly List : 


Price ‘Valua of A and P WULlk Line Purchased fron Borden in Area 


Cami 
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By Mr. FPaliss: 

Q Let me ask you to look, Me. Havemayes, at A and P Exhibit 

209 and ask you whothex that is something that was prepared 

by you or undex your supervision? 7 | 

a Yes, it was. Lat 

What is it dental i show? 

Beet his is desigaad to shunt a sienditeie figure and a con- | 
clusion: fzom that figure. of 10.62 percent which is the profit 

percentage of Borden’s proposed prices on 11 profit Label 


itens as expressed in CX-62 proposal of 9-21-65. . 


MR. MATUTAS: , Your Honor, befoze we proceed with 4 ja 
vane 


this line of nisiiticeciandiions I would like a statenant of rele 
of this exhibit and the tine of questioning. . 

JUDGE HINKES: Pexhaps we should consider that, Mr. 
rian SUR, ee tts dae hia 

MR. FALLS: We think it is quite relevant to dete 
whether the bid which A ana’? ceived £rom Borden was a 
profitable bid. There has been testomony as to the extent to 
which Borden had to cut,its margin, had to push down its” 
prices te daal with a and P and to got the A and P business. 

We think it may relate also, ox at least it would be 
xelovant to the wiih. of the Likelinoed that ‘this was dis- 
ezininatery as against the other purchasers, the fact that it 
vas a pxofitable bid, that it may have been in line w’ th the 
poelt Boxdon was generally mzking oa this business would 
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suggest that it was not out of line with its pricing in other 
areas. : = 7 es 

We think it 4s also relevant in detcarnining A and P* 
good faith, whether A and P properly regarded this as a lavw~- 

ful bid, the fact that 4t was in fact a profitable bid, it 

, seems to us, is relevant to show that A and P properly belie 
it to be a legal, sia sreeas bia: 


: JUDGE HINRES: By legal ‘ind ieieitbiimade you mean a 


, aad P was not under the ‘Lnpression thet Borden was losing mone | 


money? : : 
tee MR.* PALLS.s vas sities siasitid on the pid, wes cubkine 7 
itself dowm to gst the A and Pp business down to: a minimal 
profit and it was making its profit Senne. 
BR. MATHIAS 3 bid you say A and P counsel contended 
that A and P had knowledge o£ any of the figures in this 
exhibit or any wdoriying exhibits? . 
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_ WR. PALES: We don't contond thut A ond P had knowl- 
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| 


21 edge of Mr. Bevemayer‘s analysis, because it was not availcble. 
3 

4i| shout Bordan’s intentions or approach to the bid will await our 
briefing on the subject. 


$ 
6 


: I think our contentions on exactly what knowledge A and P had 


MR. MATHIAS: Your Honor, I really don’t quite under | 
7 i stand the relevancy of this to the Robinson-Patman portions of 
this case, which are the only portions fox which it is being 
| offered. In view of the fact that there is no comparison in 
this with costs to other customers, there is no way to deter= 
mine from Mr. Havanmever's objections to this axhibit whether or 
‘ not the price to A and P could bs gost-justified as compared to 
prices to other competitors. : } ee 
| HR. FALLS 3 : We will coma to that, Ms. Mathias, .in-: is 


later exhibits. - maak 


JUDGE HINKES: Go ahead with this exhibit in the 


MR. FALLS 8 Thank you, your: iii = 
I By Mr. Palls:” | | oe 
Q Now, Mr. sinainiei can you identify for us the underlying 
\auaoes documsnts that wexe used in the study which resulted in. 
this oxhibit?. ; 
MR. FALLS: I may say, your Honor, wa neve prepared a 


; mr .oraadcua which sts out these sourca éocuzents. I think the 


" most conventient way to do thie is in texas of having the witness}. 


rf 


2 
3 
4 
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idesvw:ifty the exhibit, although I confess we did not list this on 


a Witness List as an exhibit. x ‘could ask him to read the list 


into the record as his testimony . n 

MR. MATHINS « Complaint counsel hava no objection to 
underlying niin wake offexed in. 

MR. FALLS: Let me have this three-page memorandum, 


source documents used in preparation of charts analyzing 


‘Bordon’*s profit potential on its September 21, 1365 bid to 


A and P, marked A and P Exhibit 110. tt ie 


(The document referxed to was marked Respondent. 


A and P's Exhibit 110 for identification.) ms 


By Mr. Falls: 


Q let me show you a document marked A and P Exhibit 110 and 


ask you if that is,’ in fact, a rating of the source documents 
that resulted in the preparation of A and P Exhibit 109. 

A: Yes, it is. | } | : 

Q Turning back to A _ P Exhibit 109, would you explain 
that chart to us? I. note again there hes been a larger version 
of 1c mounted on ‘the easel. | 


A There are a fer key columns of data hexe from which all 


- ether data on the chart are derived. of courage, as can be 


noticad, 11 private-lobel items are listed. I refer you to 
Column 8B, which is headed "sum of 311 Costs Th:cough Delivaxy." 
These vexe costs as datermined by Case end Company for each of 


the Ll privata-lebel items and posted in that column and which - 
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: | wiih ba explained in some detait Later. 
| The figures in Colwan C ara dizectly from A and P's 
a private-label neni of 9-21-65. — 


We will now use those two columas of data and the points — 


a 


i wiieh are mit in Colum, A to drive the figures ‘in Colums D 


6 and BE. As indicated by the footnotes, Co’-.m D is Columb B 


? divided by Column A. 


8 
| gallon, the figure of dollar sicn. point 573253 divided by four 
is equt to the figure in Colum D of dollar sign point 143313 
‘and so on down the list of 11 items. That, eens tells us the 
cost per point. | 2 


. More specifically neferring to the homogenized peper 
‘ % : 
Now I refer you to Coluan EB, the. price per point, which, 


sign point 6243 in Column C divided by four is equal to the 
price per point in Colurn By dollar sign point 1562. 

Columa F is the margin por point, the difference between 
ptice and cost. As the footnote shows, it is Column B less 
Colum D. So if we subtract Colum D, dollar sign —_ 143313 
dollar sign point 1562, we have a margin per point of dollar 
sign point 01.2687. This arithnetic has baen done for each of 
the 11 private-label items. | 

So heve also dsriwed, in oi G, from CX~62, the rela- 


tive vwilme of each of these items to the total. Yor exaaple, 


i i} as the footnote shows, is Colum C divided by Column A. So, in 
e Cane of the homogenized paper gallon of figure of dollar 
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the homogenizod paper — is 17 point 03 Percent: of the 
total. points and so on down the list of 1h items. 

We are now outed to get a weighted margin per etatns 
weighting the individual margins in Colum F by the proportion 
of those items to the totnl in Colum G. If you multiply the 

| igure in Column P for the homogenized paper gallon by the pox~ 
centage in Column G, vie will have the _—e margin per 


point for each of those items, which, in the case of homogenize 


| paper gallon is dollar sign point: 002195. 


: again that has been dond for each of the an private-label 
items. They have been ee to - line callod totad of dol- 
lar sign point 02266. 2 a 
The final figure there on ann "Total® line os dollax sign | 
| ae 02266 is the weighted average margin per point for pede 
-* private-label itoms based upon the prices | quoted in Cx~62 
and based upon the cost analysis as determined by Case and 
ene for all costs through. delivery. ie 
There 4s finally one additional ae, which ia not proper. 
to determine specifically by each item but it would ‘be éatere 
mineé on the average per point, in this sete. the ‘indirect 
ecuiristratve and maxketing costs not inclugea in nee eee 
eclerlations of dolla: sign point 00530. 
When we subtract the latter figuxe from the weighted aver= 
age unxGin cer point, wa have a wstie per point, ble chek 
25 ]] point 01736. ‘Then we divided that figure by the woighted 


s I 
a. 
¢ ° 


' 
et. 
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avexage price per point, and the weighted price per point was 


termined, in a similar fashion; that is, we have the prices, 


. ‘ : # 
i ths price per point in Column B, for each of the 11 items. We 


hive the percent that each is to the total in terms of volums, 


5 
$ 


i 


| 
| 


| 


ar.d we did the same kind of multiplication there as we had done 
in the case of determining the weighted margin per point. 


So we have a weighted average price per point dollar sign 
point 1635; dividing the profit ger point, dollar sign 


” 


| point 01735, by the price par point of dollar sign goat 01635, 
‘wa — & profit pernentage of 10 point 62 percent. . 


Q that is a profit as percentage of sales? 


A “ ahat is corroct. 


* 
tm 


Q Is it a fact the great bulk a your analysis and study 


; luacing to the conclusion represented by this exhibit relates 


to the detcrnination of tha costs set out in Colum B and at 


; the bottem of the page opposite the heading "Indirect adninis- 


trative and marketing costs not included in the unit~cost 


caiculations"?. 


A  That-is true.- 


me) The others are fairly easy to calculate, is that true? 


A Yes. 4 
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MR. PALLS: [I would like to have marked as A&P 
Exhibit No. 111. for identification | a chart entitled, —_— 
Loss Evaluation of Borden’ c Private Label Bid." 

_ (The document referred ‘to was marked Respontont 
AP's Exhibit 111 for identification.) . 

MR. FALLS: Your Honor, we are going to be going 
from exhibit to exhibit, so whatever your pleasure is for lunch «© 
we-can* break after any of these witituies: 

JUDGE HINKESs This might be an ee time: 
Do 7 wish to resume at 1:30? 

MR. biacimaanh I think 1:30 is fine. I don't ‘think . 


© 
7 


we would gain that much by coming back earlier. 


JUDGE HINKES: Very well, we will resume in this 


room at 1:30. i 8 
(itheveupon, at 12: 0s pem., the hearing « Was recessed, 
to - reconvened at 1:30 p.m. the same day. > | 


tine of recess, resumed the stand and ‘testified as follows: 
DIRECT EXAMINATION (continued) 

By Mr. Falis: ont 

Q I think we had dite the point where we were asking | 

ir. Stevenaver to explain Exhibit 111 which is up on the easel. 

A You may recall that an A&P Exhibit 109, Column ‘Be 

sum of ‘all costs through delivery. 


The next few exhidits will now refer to segments of that 
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AFTERNOON SESSION 
1:30 p.m. 
JUDGE HINKES: On the record.: 
; ' Cs 
| ROBERT G. — the witness on the stand at 


cost. * Site MS Ras ies 7 : cities 


ie The first chart which is now A€P Exnibit ill is an overall 
flow chart to show the various elements cor segments that go 
into <he chart we have been Looking at.: a 

There wre material costs, processing costs, trailer loading 
costs, hauling costs which is to get it from the processing _ 
| Plant to the redistribution point, truck loading which is loading 
off the local delivery costs, the delivery costs to the store. 

These six items constitute that Column B which is ail costs 
a delivery, total cost per item. 

You have already seen the results of that on the previous 


exhibit. 
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The net price per item shown on that exhibit, those 
two when expressed 60 mach per poitrt gave us the weighted - 
meri a per point. Wien we subtracted from that margin the: 


indirect and cdninistrative costs we came to the profit or 


Joss per point. 


—_ shows in a granhical, pictorial way the several =“ 
nents of cost which went into that Column B, all ante for 
delivery. and the rest of the chart shows the remaining 


arithmetic on price, price less cost with margin, woighted 


‘margin with these costs with a profit or loss. ’ 


Q #$£ The trailer loading cost which is the third box from the 
top is the trailer loading cost at the processing point? 
A That is correct. |' | a ee ca ge Bit SER. 

Q And the hauling point would be to O'Hare, for example? 

A That is vight. The raw: milk that comes to the processing 


plant -- you have the raterial costs and processing costs and thd 


to take the bottled nerichandise to a local redistribution 


mee plant. They load trailers at the processing plant 


: 
= 


20 


ipaint such as O'Hare so that trailer is loaded at the plant. 
Thea the material is hauled in trailers to the redsetrémution 
point such as O'Hare and it ie unloaded into the O'Haire cooler 
‘and then the iocal delivery trucks are loaded + ‘the redig- | 
tribution poinz. : . 
Then finally it is delivered from the redistribution point 


such as O'Hare to ~ store. 


ue ae «6866 
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So there is the total flow from raw milk “*hrough to the . 
store. These are the elements or aegnante of that cost which 


we will be idudng into in more detail. - 


| 
Q It was your task to apply then on a per unit and us point 
basis? . aR Ee ta ae : 

A That is cpa a fhe as Dias nae cay 


MR. FALL: I -would Like to have marked as AGP 212, 


PP nade iy 


entitled, "Direct Material Cost/Item." =. 9 -> 
(The document referred to aaa marked hospenaiiee 
AGP. Exhibit 112 for identification.) Be 
By Mr. Falls: 
Q. You have before you, Mr. Haveneyer, & copy of A&P Exhibit 


112 which is also a chart you prepared; is that correct? 


: That is correct. - 


Would you carry your discussion forward on the basis of that 
chart? — ae * * oe is : eee . Low wiles | 
A “In this exhibit we are now going to concern ourselves with. 

the details of divect material cost which is one : oF the biases 

major. areas of cost which went into the total cost pen: item... 
| | In the material cost we have three cements =o naw y product 
cost, ingredients, and container. 

As indicated by th exhibit those three wiaiaane of cost 
come dorm into the dipact. material cost per iter. ‘The word a 
"itea™ hexenow in all this ddecmeking will. mean a partioular © 
precuct and peckage -~ the homogenised milk in a ‘paper package, 
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in a halt gallon PACKAGE: in a quart package and 80 On. - 
This means 11 private label items. . 

This flow chart indicates the ecorie of *) underlying data 
ich we used <= the cost of the raw pro¢)... swing from 
Commission Exhibit 54-B._ oe 3 a 

a cost of the ingredients gO % ite 

ing into an item came 
frem Cx: Exhibit &%-B and the cost of the container cane from 
Goverament Exhibit 4 which incidentally is a etudy done by 
Hasking and Sé11s of the Borden's plant in Milwaukie. ; _ 
Q The other document you referred to, Comis sion =—_ 
S4-B, is also an internal ‘Borden record; is it noe? 
A Tt is an internal Borden document. of bene 2 ae : 
¢ .. WR. PaLte: Next we would like to have marked a8 
AGP Exhibit 113 for identification a chart entities: "Sumary 
of Direct Material Cost for Private Label Items." 
- (The document referred to was ae Respondent 

ASP Exhibit 113 for identification.) 

[By Mrs Falls: 00 oe tg -yhceisn ty 


La 


Q Exhibit 113° is also a table stidils you prepared is it 


jee 
A ‘That is correct. 


Q Would you explain that, please? 


iB 


A ‘This shows the data which I have explained in che pictorial 
form on AGP Exhibit 112. You will Pina each of the 11 private 


£ 8 


label items listed and you will find the three elemants of cost 


&G 


which go inta the dixrcct material cost -- the raw onetione cost: 
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as sRROn ee for each item, Liang enqeuiiante cost as indicated 
Fov ithe on ak the container cost as indicated for cach 
item. And those three quienes add across to the total in 
the right-hand column. 

For ere the homogenized qaniee of milk in paper con- 
tainer has a cost of §.0S94546 plus the ingredient cost of 


$. oose3a poe the container cost of $.016030 plus totalling 


\, $.110536. 


Q What kinds of pee re be included in yeeros cost? 
A Vitamin additives. ‘In the case of caccolate there would - 
flavoring in there, butter milk starter and so forth. , 
MR. FALLS: I would now like to hava: marked: as” 
‘aoe Exhibit 114% the chart entitled, "Attachment IT FPeonessing. 
Cost per Item.” : 
(The document referred to was marked hespontent 
ASP Exhibit 114 for identification.) 
By Mr. Falle: >. : a 
Exhibit 118 is also prepared 3 by yous is it not? 
That is pight.- esa 
Would you ones: that? 
Now we are going to the elements on the processing cost foam 
each of these items. This is more detailed and somewhat more 
complex than the cost of the direct material. : 


In this situation, you have essentially all the costs of° 


op::rating your plant -- labor cost, ownership costs, rental . 
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costs, equipment costs, supplies, utilities and so on. 

In this situation and in this particular study, we worked . 
with three groups of nies ‘individually. We had available to 
us the so-called Milwaukie unit cost. This was a cost study | 

; conducted for Borden of its modernized Milwaukie plant by 
‘the professional firm of Haskins and Sells. 
NR. MATHIAS: . Your Honor, I an going to nove to strike] 
the tern "nodernized Mitvaukie Plent.' " There has been | no 
: testimony as to the state of Borden's Milwaukie plant, and this 
witness has not shown that he was eae to caters on 
describe ine Milwaukie plant. » : 
JUDGE HINKES: r mest sustain the cbjection. 
« He. Falls: ; : 2 
a Do you have any knowledge of the characteristics of the 
Milwaukie plant? ie ee : 
ER. MATTIAS: This is personal ——e 
THE WITNESS: I was: there once. 
By Me. Falls: ee 


iP When was that, approxinately? 
a 
It would ‘be at _ time I did some work for the Department 


of sled amuse in eieuais which I or was around the mid- 
Sixties. — 


iQ- Did you ice. an opportunity to observe the ane or not? 


A Yes, sir. 


Were yu able to make a: determination as to the extent to 
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JUDGE HINKES: With that unders ngs I think 


2 |]we can go on. Have you made some evamination of Borden's 
: 3 |; accounting rccords relating - to the Woodstock plant? 
THE WITNESS: We have examined Borden's vecords in- 
some detail and unit costs used with respect were not developed 
in the same degree or manner that we have done or that Haskins 


end Selis did at Milwaukie. 


sa 8 


oa oe 
ER. MATHIAS: I will still ‘object to this being 
Leet: There is no underlying evidence or cited evidence 
to ‘support that statement. _ : 
‘JUDGE BINKES: What I suggested before, it isn't you — 
say there esate put that you found none. 
THE WITNESS: Studies were average cost studies , 


& me 


rai cher than specific costs to individual items. _ . So that 
leads me to believe-while = did not find a study of this : 
types there was peebabie no study of this type. In fact, 
he did use standard everage studies. ot 

JUDGE HIKES: All you can say. of your own Knowledge 
is you came across no etudy that you nade here?- : a 


THE WETNESS: Right. : 
MR. MATHIAS: Or Haskins and Sells? 


By Ne. Falls: 


a . HE WETNESS: ‘That is right. 


Ne. Halone did not use any cost for Woodstock developed in 


} 


‘this fashion from any Figures you have seen? 
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nonsensical. This hearing would never end if we proceeded © 
along those lines. This witness proceeded on certain o 
assumptions. These taken‘ general references by the witness — 
are not to the point. | : . ; 


MR. PALLS: Your Honor is correct. There may be 


some relevance, but I think the one should go ahead and sie 


1s ls "ay Lane Dire 


an explanation of his’ anglysis.. 


MR. MATHIAS: I believe my objection is well taken 


de Pall lie 5 


£ 


that ‘the ae has not ‘laid a foundation ‘for making certain 
sta tements of He. Malone's work and this type of ‘modernization 
thing should be struck. eo 


. SUDGE HINKES: I dontt know that we would: accomplish 


much by it. This Witncee makes a statement which “ia is clearly 


unfounded so far as the record is concerned. i oa 


I an mateentng now to the statement sale Malone ‘used 


Se ee ieee 5 ce) Clee at MAD bah 0 0 al AO A Tete TN Me Ate A Pings be 


certain figures. First of ail, that sil batialiens is based upon 
an exnibit not ‘péoeived in evidence. That is Exhibit. 41. 
: Second, this witness has no personal knowledge of 
what Mr. Malone did. We are getting awfully far afield from a 
very accurate answer which is not particulary useful fap 
this proceeding, =. a Se ae 
I am going to grant the notion of Mz. Mathias and ask 
te 


vhat has Mr. Halone used. ‘It is not fair as counsel. should kne 


MR. FALLS: As I say, let's get on with the witness. 


THE WITNESS: ‘The unit costs mult viplied by the quant , 
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ms~23 1 || produced at Woodstock in May '69 would. give us the expense 
2 jj to produce these items at’ Woodstock and based upon three elonent 3 
3 Lzhbor, oe sient and all other. By pnts ts rent 
4||we mean rental on the machines that package the milk in paper 
5 containers. : 
6 \ Pia At this point then we have a series of multiplications 
7 Which tell us how much it ‘would have cost to produce ‘the quanti: 
g ||Preduced at Woodstock but at Milwankie's costs. : 
‘i Borden Conpany also had another internal record where- 
by it proke down the so-called other group or I should say 
broke down | unit: costs in a nore defined manner than aia the 
Haskins and Sells etudy. eeuihy dh ge foe en er 
fs We referre ed *o that and used information in that 
report: That is why it is referred, to here o oe formula 
unit cost for non-lakor and non-Excelor costs. 4: 
MR. ‘MATHIAS : ee Honor, could we have that internal 
Growmnt identified since it does not appear to he identified on 
the echibit?, eee at Ore oe a 
JUDGE HINKES: es I think we must have t at. 


MR. FALLS: I believe it is identified ‘in * “ some of 


as 
~, i hall Home 


the ‘attachnents that have been’ ‘sone to you gentlemen. . 


we 


THE WITNESS: All Goemanies I referred ‘to. Sipe 
we all other charts have been attached to all of our *. 


(Calewlation work hanes and have been available to the 


MR. MATHIAS: They are not on the record meee 


<4 


(ee! 
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i if 
Q The sie did not show that — Clearly? 


A Right. ‘ 
Q In any eels, the formula cost that you used came from 


that column which is titled "A121 Other Expenses"? _ 
A Yes, and we compared that figure against the actual 


expenses incurred at Woodstock for all other in May of 1965 
[ develored the ratio of 86.755 percent. 


Q When you used the formula cost to determine the all 


totalling that up that that was more than the actual all a j 
expenses incurred at Woodstock? = 
A That is right. 


Q So, some adjustment of the formula cost was necessary 


because of that on is that ee 


= expenses for the various items, you found that after 7 


A That is right. 
le ‘It is for that x reason that you 1 deveioped this ratio of 
86.7758 percent? 

ik 86. 758 percent. 

(Q ‘ Raving aimee the formula cost for each item, you 

H could then convert that to the Woodstock cost level? 

— ton that is _pight, and ‘that is what we did as indicated 
on the chart. : ee 

Q Go ahead. 

jA.. I, mow direst your attention to the box called total actual 
‘expensen for Excelo machine rental, May 1965, ¢20,84%0.s0. 


% 
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Q Let me go back. Is’ it correct the use of this formula cost 


was for the puxpose of dividing or allocating - 
|the all other costs among different items? oa a | 
A That is right. 

Hot for determining the total cost ‘level? 

That is vight. We did not change the amount of money 
actually spent at Woodstock. That aie from the actual records. 

Now, go ahead: 

Mow, I refer to the Doone machine rental. The Excelo 
machine ‘vental as indicated in the Borden records in no way 
allocated that or broke it up or charged it to the individual 
items and age -n item neans each of the 11 private lable items 
that we are referring to. Case and Company developed a work | 
sheet based on data in our files for iShecating this amount 
of money to the various products. : 

HR. MATHIAS: Your Honor, oneienen counsel are going | 
Ito chjoct to ~~ testinony | as to this data. It has not been : 
| provided to ‘complaint counse? and we" hive been refused” this 


Now, we understand that this item of expenses is 
ang to be allocated based upon documents in Case and Company's 
files. Complaint counsel has asked for this data by letter, 


copies of which have been submitted to you. We had ue idea how 
it was to be used until this minute and we don't believe any 


' 
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— | 
We allocated that among the different itens in accordance 


lwith the standards and work sheats to which I referred. At 
‘ize then, wé have Cvbernilinnt hand facts. One is: how 


| nonogenized milk, paper quarts and so on dow the List of items?| . 
A. That is right. i 
| . We added together the amount: of money actualiy ‘Spent 

on the Excelo machine rental and we added together the. actual 
expenses spent for the so-called ali other category,’ : 23° 
poenioanet here by my pointer, and subtracted them: ‘fron the 


at: Woodstock in May 1965 Dated upon the Milwaukie quantity 
: sei’ 
After aking that subtraction what we heave Se: “the amount . 
| of money that would have been spent at Woodstock for labor but 
| at Milweukie's labor pate.’ : og 


" T how cons to the ox other here. We compared the actual 


- 
fe of Robert G. Havemeyer 6999 


to ge the labor expense at Woodstock based on Woddstock's 
labor rates. oe 
We now have: then ‘across the bottan here thres elenents 
of cost -~- labor _ expense for each item,. the so-called other 
expenses for each item and the Excelo machine rental for each 


o 


} item. 


They were aggregated into a wie expense at "Wistvot 
for each item. : : 7 
| We divided the amount of money so deteteses for each of 
the 12 products by the quantity of those products produced at 
Woodstock in May of 1965. © : 
We then had a unit —— cost on each - those 
items. | 
oc wt, the bottom line on that exhibit in in) is ‘the unt 
iia, cost for each of the ne. label fonet 
A “That is true. o 
@  Rieenas etates in your underlying papers?. : 
A. That is true. e . | : ie 
MR. FALLS: Unless Your Honor would appreciate 
jiany furcher recapitulation, we can go on to the next exhibit. 
JUDGE HINKES: I think you can go’ om 


| MR. FALLS: I would like to have marked as AEP Exhibit 
a for identification a shect entitled —_— of —— 
ee for Private Label Itens.* 


(The document referred to was marked neaponient 
A&? Exhibit 115 for identification.) 


— 
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Q Would you ‘explain that one to us? 


A Thi.s cxplains in graphical form the mathod of ubentntns 
the cost of: leading trailers at Woodstock plant prior to sending , 
the packaged material out toa redistribution point. 

‘. From AGP Exhibit §1 ‘we had Woodstock ° ‘production data % tells : 
|jus for May 1965 the total quantities shipped of every item. 
In this case I do not mean just of the 11 private label — b 

of every iten of all types produced at the plant. : 

We had from another exhibit, A&P Exhibit 785 nother set 
of facte which to1a us the number of packages of" each 
different size container that fit into a case. ‘ 

For example, ‘six paper gallons go into a case or 2% quart 
setatbediin go into a case and 60 forth. We then divided the 
quantity sipped of cach itea which is kriown fact by the number 
of packages per case to determine the number of cases. mipoed. 
which is indicate at point A on that graph. 


Ot FOO weeny 0 Os ee. ath wretels . 


Q With respect - each iten you ‘dividea the number: ‘shipped 
by the case size? ie - bi. : oe E 
iA. That is onmeest, each itea separately. | 
Poen Borden accounting weneuts from Woodstock in May 1965 
we know the amount of money spent on the loading function. 
ibaa by dividing the dollar spent by the number of cases 
23 | “caded and: shipped we determined the loading cost por case 


~~ bathed a nil 


24 as indicated at point B on that chart. « sigs 


25 Now, that we know the cost per case, and up to this point 
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; we worked in terms of cases because re the trailer loading 


function they are renee casas, they are not handling’ indies 
=o containers. 
| Knowing the cost per case we divide that by the number 
of packages in a case, for exemple, 2h. A case cost divides by 
28 would be the cost of a quart container. 

Going through the same ari thhhetia for the otha" package 
size 23 ue Chen developed the loads. hg cost per item at =_— c. 

MR. FALLS: I would like to have marked As. i 
Exhibit Fo. 117 a schedule entitled, "Attachment ar, Sumeary 
e ie Loading Costs." as 
(The document iaeaiiaiien to was marked Respondent 

“AGP Exhibit 117 for identification.). 


’ 
' 


; as Me. Falls: 


Did you propare RAPX Exhibit 117? 
I did. | 


YUculd you ‘explain it? 

: This is the result of the cost accounting we went though 
as explained in the previous exhibit, Exhibit 116, and shows 
the cost for each of the difforent package sizes. 

You will notice in this case we do not difforentiate 
type of product but only between type of Combatinans that is 
fe ther the gallon container holds butter milk or homogenized 

< or two percent milk, the cost of Pie pe that onte the 
traile» is the same. 
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Consequently, this tabulation is Limited to a differentia- 
hen between types of containers. oo, any fluid milk product 
in a gallon container of ‘paper ented cost $. oG8s0y and ina 
paper gallon it would cost $.00nn52 » and so on down the list. 

MR. FALLS's*" I would like to have marked as A&P 
Exhibit Xo. ‘118 a chart” entitled, eet TY, er 

istribution Points, Cost per Item." 
| _ (The document referred to was marked Respondent 
A&P Exhibit 118 for identitication.). 

By My. Falle: : aoe 2 ; = 
= Xer Prepared AGP Exhibit ie, asa you not? oa 
no Yes. 


Woula you sieht that? oo ° oe 


Pewee 


A “This explains in graphical form tie way in ohm “we 
vinta the cost of hauling each iten, hauling being the 
funet tion of valcing a from the Woodstock eter. plant 
toa redistribution point. 

The undentying statistics developed on the number.of cases: i. 
loaded and shipped are the same as thoes previously described . 
in the’ attachment relating tio trailer loading, the same munber 
‘of cages which were loaded also having been shipped. 

However, not all of those cases were hauled to vedistri- 
bution points. Some of. those go out on trailer runs elsewhere. 

- We are concerned now with the milk Which is going’ through 
redistribution points or branches, using those terms Synonymously. 
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ms-44 4 |iSo, having determined the number of cases loaded and shipped 
‘2 fland subtracting from that the number of eases and determining 
3 es that the number of cases hauled to redistribution points 
4 |, by subtvacting out of it the mumber of cases that don't 


go that route, then we have the number of cases to which 


6 - certain amount of money would be applied. 


7 For Borden acecunting records, we determined the cost of 
3 | owning and eee tractor trailers and contracting with: 
9. private haulers to a dosti this Sonerton. dividing that 
10 Veenence by the number of cases to determine the hauling cost 
11 || Per case. | F oo 
| Again, once we knew the cost ee aie we then divided . 
by the number of containers in the ease to get the cost for 
9 quart, half gallon, gallon, and so ‘tn. 
a These cases that were not hauled to redistribution points : 
were <herefore not part of the divisor of those. ee 
eesits -- where did those cases go? 
A They would go down state Illinois and Indiana. 
| MR. HATHTAS: Your Honor, if this is speculation, I © 
don't think we need nee 
TH): WITNESS: I do not know from personal imowledge 
r suc I know from what-is stated in the Borden records. 
JUDGE HINKES: It is. indicated on an exhibit? 
we THE WITSESS: Yes, sir. Maybe the word is. wrong. 


Tt is in docuncntation which the Comnission has received already 
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at tached, accounting record phiccaaae which is See as to 
how such money was spent . 
By Ur. Falles 3 Fa atari eS ae SON eae 
Q 72 x “ubderetank yous there is a “separate Borden account.’ ; 
which collects these particular costa? 


A . Yes. moe ‘ ° pane : e 


_ 


JUDGE HINKES: . And that has been supplied to Commission 


counsel? 
| GuE WITNESS: Yes. | 
MR. FALLS: I would Like to have marked Exhibit 
120 a chart titled "Attachment v; Anticipated Loading Cost/ 
Item-Private Label Ttems." 7 | a | 
(the document seferced to was marked Respondent, 
ASP Exhibit 120 for Adentification.) a 


a Mr. Falis:: pore test 
Q Mp. Haveneyer, aia a prepare 1 ‘RAPE sehipte 1202. 
A ‘Yes, sir did. | . 
Q Yould = explain ‘it, Please? : i 
A We are now os - the case merchandise being loaded ) 
onto local delivery 1 trucks at the aaamiusuiccaue’s ie or 
branch. ae 

In this case. we , neferred * to information at ‘the Ontare S 
branch Because there was information available te us ia 


the detail heeded to make that analysis. ue 


Me gebesouseisde from O'Hare sales data for nay race ‘the . 


eae 
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quantity that was sold. We already knew from A$P.40 and 76 flow 
charts the amount per ‘ease. We cbiaiientoal this into the number 
of cases at O'Hare. This would represent che number’ of , 

cases of all merchandise sold by the O'Hare branch. 

However, chere was a category cf sales at O'Hare called 
counter gales. As Mr. Pergler has testified, these were not 
handied through ote. They were on their books but not 
physically handled by ‘them. ° is pei, 4 , 

These counter sale cases alchough reported in their 
sales data were not in fact handled by them. We subtracted 
‘the make of cases which Seneeners counter sales froma the 
total number oF sales cases which 0 "Haze sold in May 1965. 

We then a at point B on this chart the nember of 
cases loaded onto trucks at O'Hare. re from O*Hare accountan 
paola we had the amount of money spent for that in their 
acocunting records. .. 

- fhat would be fore a ieee cunulat ive Borden account? 
A & a We then had the loading cost per case loaded onto 


trucks. .. Peer hae bee Oe Ee ec ae 


Q By dividing loading expenses by «he number of cases loaded? | 


TA That 43 right. . ; 

: From an analysis of route books and as we would anticipates 
eee the ene supporting the other, full cases don't always go} 
on the truck. The route man does not order out full cases 


because of what he is going to deliver to his customers. So we 
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ms-49 1 |) did not actually assume that only full cases were handled, 


2 || We went toa route book analysis to Gotermine what the ratio 


3 |,0r how many containers would be in cases actually loaded onto 
4 ‘trucks. st 


5 Having determined Tite from ons, as | shown ‘at point 5, 


then modified this. ; : : 
Let me illustrate in this manner:: If there is not a full 
case of quarts of butter milk and there was not a full” case 
oe quarts of skim milk op homogenized milk or anything else ) 
in é quart container, those £10 packages are the sti eimonsion ; 


and they can be put ‘in the same case. ih; 

The normal practice I have seen in the industry & and I think 
ee’ Sas explained has tien and we ‘took recognition into 
account. Therefore we modified the actual containers with 


cases as. ‘shown by route book ainstiyate. ne 


‘We used our judgment to raise that not, not tho: “mumber 
of cases, not to a full 23 quarts per cage but to ‘a “higher 
ponte realistic, and hacked up with some dat ta and | Judgment 
and in the documentation provided the Commission on that 
point. 

MR. MATHIAS: I did not want to interrupt until a 
convenient spot but I would like any reference to My. Pergler's 
testinony bs stricken unless we have a transcript eitation and 
are ‘able to check" sag out. 


I don't belive ‘that it is ‘possible for ue to cheek it 


¢ 
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out at this moment. It would appear unnecessary to vefer to 


Me. Pexgler's testimony. ; 
JUDGE HINKES: It is this witness’ Ingeecsion of 
that testinony only and not necessarily et upon anyones. 
so you need not concern yourself about that. | 
BRR. F FALLS: The’ witness, of course, velied on that - 
aloig with other evidence. | fee 
‘JUDGE HINKES: | He is only stating what Hié “ok to ) 
calculate these charts and the figures. ‘They are not necessaril 
binding on anyone... : 3 ; 
| You may continue. ae 
| THE WITNESS: Therefore, we had a modified points per 
case : modified fron the actual statistical records. Having 
‘lithat figure available and knowing the oout per asia asI 
previously described up to point C) we then had the loading: 
cost for private label points as determined from these “two inpotd. 
By Mr. Faliss 
Q Let me go back for just + heen, Mr. Siseseneas on : 
our decoriytion of the manner in which you determine ‘the points 
Loaded per case, the series of boxes in the Liireni her esandl : 


* 4 
|COPRGT» 
: I believe you said you’ aia —, examine route Books? 

Yes, that is right. : 
You determined from the route books, I gather, the conpositipn 


a. particular truck loading in terms ef each item? , 
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Yess 

‘han you say you exercinend judgment, JF ZT undoenteond thes 
eed youn Bie sea Perrerd nye dor, Ab unalone’ bee vsH beset Senses whine Kbasanong 
route books would show a truck Loading which consisted of eithe 
a partial case or item « or some full cases plus a partial 
case? cet at 
A That is tue, - } | 
Q And you used your Subiieaids to determine the extent to 
which oe otherwise empty partial cases would have been 
filled with other products; am I — 

Of the same dimension. _ 


How many units are ina case cf chocdlate milk quarts? : 


BOR he 


Twenty-four. 
“ 2 $0, if you saw 6n a particular truck loading that ‘the 
driver was only going <o ‘take out that day. 10 chocolate quarts, 


4 
you. would assume he would mt go out with a case with ten 


quirts in it and 18 empty spaces? | 

A . That is’ right. © ‘ 2 : ae 

Q 2 You have assumed he ) would try te ‘fill ap tive case? 
ao Yes. ae REA IS ae ait ‘o 
Q ae the area in which you exercised judgment was to try 
to determine the extent to which that ; mont be possible? ; 

A That is right. Se . / 
iQ Let me qualify what you. said just to be precise. It was 
not o the driver, wis filled up the anne 1 et » the 


{ee BEST CC copy AVAILABLE | 
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| Go ahead. 


A We now have the loading cost per point.. We used the same 
table of points which we have referred to previously -- 
do I need an exact Snatietensient . 
Q Not unless qnyone asks for it. : ? 
. .We used a Borden document which has been. identified. z 
just don't have the right notation here -- & convert — | 
the cost per point into the cost per ‘item. . ; 

MR. MATHIAS: It would be helpful to Sdentity the 


document.. 


MR. FALLS: We will take a moment and find it. It 


is one that has been referred to Mnf a dozen tines, 
THE —— A & P Exhibit 8B. 

By Ne. Falls: 

Q Heve we reached the bottom? Deas 

A Having determined these costs, we determined a the: 

private label costs per item. — : 

Q Here you have the individual, loaded costs par item? 

& That is night. - : oo 
i. FALLS: I would 1ike to have aarked as. ASP ccoureiu 

121 a. sheet titled, “Attachment V, Summary of Truck Loading 


; ete tet & 


Costs." 
(The document referred to was marked Respondent — 


A&P Exhibit 121 for identification.) — 


1 
’ 
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By Me. Palis:.- - 
Q Let me direct your attention to AS? Hynibit 221 and ask 
you if you prepared this? | 

“| Yes, I dia. a 
Q Would you explain that? 

;A This is the omen cost for various items as explained 
in Exhibit 120: * this case, there is a differentiation am. 
the leading cost an item, not just the differentiated by con= 
tainer size but also by product for the reasons I described 
before, but I would like to remention them. 

That is, the shneshate quart does not go out in full 
cases as does. the homogenized quart. That is why you will see 
that the goat for the chocolate quart paper is Saeed than 
the cost of the homogenized quarter paper. 

These results are partly dependent upon.the judgment 
that I mentioned = a. judgnent’ “= is supported with 
some data. : 

If all eS org in fully loaded cases, then 7 
the cost for any quart paper ouediiann would be the same, but 

20 that is not the fact. In fact, some container cost more such 
as the chocolate because of the feot thet: they do not go out 
all ‘the time in full cases of chocolate quarts. 
Q In other words, “while ‘the objective may be to: hice: ‘nothing ; 


s ) 
but cases to have a low ee — that isnot es possible? 


A “That is wight. a 


we 


o @ NV & f&§ & © NH ow 


ass 
oS 


, 
‘ ae 
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The same thing can be seen with respect to whipping 
cream end half and hai’, the last two itens there. The came 
ting can be seen in looking at the butter milk half gallon and 
the homogenized half gallon. * 
Q I take it, Mr. Havemeyer, it is correct to say with weagest 
to Exhibit A€P 121 there are two variables that affect 
cost per. unit in this area. Fee te es 7 

Let me withdraw this. I think I have myself confused. 

“MR. FALLS: I would like to have marked for identifi- 


{ 
cation as ASP 122 a decument entitled "Attachnent vI, Delivery 


cost Per Iten.* ee 
feito (The docunent referred to was marked ment 
| ASP Exhibit No.122. : PRA ee is 
MR. HATHIAS: . Could ‘we have a couple of ‘ninutes 
|| piexe ae has been over an hours since the last break. 
: guDeE HINKES: Al night. We will take a short recess 


ra (Recess.) j oot 68 Ss . < 


lay Mr. FPalles = SS ee 


i | JUDGE HINKES: ‘You may continue, Mr. Falls.” ~ 


Q Did you prepare AéP Exhibit: aaa 

A Yes, I did. 

Q ; Would you explain this? 

A This is « graphic display showing the method of 

delivery, going from the branch to the penne “There are ones 


re 
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inputs to this. The anc of noney actushiy eyent cones fro 
Borden accounting records. 
“Tet me start over again, please. 
2 want to give a goneral. picture. 

The poinoiple ‘involved here is one which we have used 
consistenly in dairy industry accounting and you will find 
my use, and it is well accepted, and that is the cost of making 


a dalivery is related to tha. time * making a delivery. 


see 6 © Ak OG 


: ‘The more time spent in niin a delivery, the most cost. - 
Disregarding efficiencies or inefficiencies, asoune 


=a 
© 


there is just a good level of efficiency in any distribution 


ath 
avelt 


operation; the reasons ve a cost of a delivery being higher or. 


woe 
bs 


lower deposits upon the amount of Npabareound delivered. 


S & 


; The more you are delivering the more:.- = spend at a. 
stop: 

' Secondly, the see of sevice rendered there. So it you 
do & lot of service in the store, it takes nore tine ‘than if 


you do less =rvice in the store.: | 


' . So, these principles have, been used as the easiabeinttois 


of the delivery cost yer unit of each item delivered: ” ‘ 
“Accordingly, wo are going to first determine the: ‘cost of 
! operating the youte system per minute and ‘that is done'in the 
upper portion of this graph, whereby we drew upon expense 
records of the Gistribution costs to operate the ‘route aye | 
® You divide that by th number of zoute on in this 
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, 35: 
. distribution system and this gives you a ane per route Cay, '. 


|| tou determine the munber of route minutes in that day and 
divide the cost per route day by the number of minutes per day. 
‘to get ‘the cost per route minute. 

an This cost per minute then will be applied to the number: 
of minutes required to make a delivery. 

| , We have that and come down to this section of the 

“chart. We now duvemnine the time required to make. delivery. 
That is besed upon the number of containers of éach item 
delivered and divide that by the number of containers in the 
case, gives pu the ‘imunber of cases in a delivery... 


ve then refer sto the delivery conditions in in private “ : 
label contract whith describe in general the type of service 
to be rendered and selected Setiveny time standards which are 
applicable to those conditions << delivery tine atandard 
applicable to delivery conditions as spelled cut a the 


peleers, label contract. eo z ms 
‘ Since we know the quantity of ‘megchandise delivered, the 
delivery conditions and therefore the time per thos ‘gonditions! 
if we determine the minutes required to make. ar “delivery 6f +. 


certain size. oS ‘ ee 


So, having determined the ‘adnates eisai to. maka" a 


‘delivery and the cost per aimee, We’ have the aetivery cost 


to make the delivery. 


‘ 
ee 


’ ‘The same input which was used to determine the minutes | 


é 
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required to make the delivery, thatis the number of cases was 


|| Sen used to determine the cost per case and finally towing 
“he mumber of containers in a case and the cost per case, you 
Hivited the cost per case by containers pet case you get the : 
delivery cost per unit of. each item delivered. oe ae 

_ MR. FALLS: T would like to have wnat ae AP 
Buhibit No. 123 —- a fae Looe Naa ed cape: 


7019 


. SUDGE HINKES: Before you go on, Mr. Havemeyer, 
4 have one question. | ; oT 


: This attachment like all the others has no footnotes, 

“RO. source indicated, and I wonder whether you haa any, specific. 

"source other than what you have Geomnthet as eae poe acospted 

| principles of calculation? ; of cand 1 ne a2 

ase e. THE WITNESS: Firet, the cntushen of source: 

records is an oversight on my part. It was accidentally 
omitted. The principles are different from the. ‘source 
records. The principles | we have used and many.others have used 
in, the dainy industry. I don't a if they will , he. chal: 

‘tet they are well accepted principles, 60 > the Peinciples 

are quite apart from ‘the source records... 

: By Mr. Falls: _ 

Q_ . :Let's go diioeek this and haa maken Clear the kinds of 

source materials involved. The physical anyones: distribution 

data. the box in the, upper-right-hand corner, r think you 

: said that was taken sia oy Boxden M aecounting records? 
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A That is right. 


Q "And the relevant records are attached to the underlying 
materials furnished Commission counsel in connection wee 
this exhibit? 
_ ‘That is right. - 
What is the source of the number of route days? 


% 


From Borden records, again documentation provided ‘to the 
Commission. We know the number of routes operated and the 


> eon oOo 8B i & Bw 


definition of a route day is a single reute operating one 
day. So, in a week a wholesale ‘delivery route, meaning a store 
nee route would normally operate. six days. 


= 
*) 


ew 
SESE 


Me aid not assume it would operate. six days. ‘There was - 


eet 
N 


te‘Sonten statistical record which shows. the mumbo of days 
this route was erated. 
MR. MATHIAS: Could wa have # refesencé te the doce ' 
ment? The faet that the document was supplied to Seomplaint 
“eounsel does: not always help us identify a dooimant Sith the 
‘great mass of material supplied us. I think wart Gf these : 
‘Probably ane an RAPK number. es noe oe G 
THE WITHESS: ieee 7% provides sone of this information, 
‘such as the number of sonienen of different types. ASP Exhibit 
No. 75 provides some information. - ay 
' Aecounting ledger, 7123/28 provides the cost’ necessary to 
operate the wholesale delivery. system other than the truck . 


oe ae 
. : : 
‘ gees * 
. 
, 


| 
| 
j 


* .> 
business. ~' 
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ston and we had not sak covered the indirect marketing, general 
and. administrative costs... 
ae “Se at this point you want to take. ‘Up “where you left off 


and talk about ‘the senniorent narketing, semerel and | adainte- 
trative costa? - 


A That is vight. 


es “FALLS¢ | : Would Like to mark as Ase Exhibit 140. 


‘a sheet entitled ‘attachment vil, Indirect iniatheattinies general 


and administrative coste per point." 
(The Asotin referred to was marked seapondent A&P 
Exhibit 140 for identification.) 


. 5 


By Ke. Fall: f 
Q Looking at AsP Exhibit 140, is that a chart - prepared, 
Mx. Havemeyer? tie thy Nal a ete 

A Yes, it is... .. ee Sets 

Q Explain what it :shows,: 68 su: 

A ices is a flow chart which sintoetvetes the | manner in 
which we tbe the indirect marketing, general and adninig- 
trative costs per point. It draws ‘upon data in CX-54-B and 

in other data which I will descctbe in 2 moment, But from Xn 58 
wa have an average cost per point for this category of on 
of $.0151. WE are now going to break that down and deteruine 
how much of that would be applicable to the private label 

4 


The figure of §.0151 has within j-self segments. There 


ne eg eo coment semen eee cena i oo 
- pg -- 


ng = ee 


ee ee eed 


—— Ss 


a 
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are sone segments Which, in our Auapient are not applicable 
‘to ‘the private Liab. business at at, and they are a3 shown in 
‘£gotnote 1, Local and national advertising, merchand: sing, 
and other income: and deductione, and they ‘otal $.. 0037. So 
that wes subtracted from the 0151 to produce $.0114, which is 
“The acak of items completely or per iatyy applicabla ‘to the 


ASP private eupiaee business.#7’ 


New no going | to lonk at sone of ‘een segnents in more 


detail. | 


Q ‘abd that point all you have taken out are the items you. 


think are totally inapplicable to — private label business? 
a ri That is right. > - 


aceespe sta natn oaeea pe womlvega sts -n ee: see soe ere AS ST occh, Se NPS 


— portion of this remainder a is appiicalbe 
and we looked at it forfour principal segments: Branch. ~ 
clerical expense, credit collection expense, general sales ove 
head and other delivery costs. And the figures seen in this 
box, $.0010, $.000%, $.0035 and $.0026 EEE, tron tre Borden 
Company records ales. . ai. , [ 

With respect to branch ebectuat and credit onhunin 

| ments ye cnalyzed the sales tickets in as much as those ; 
funotions are related to the processing, the peamene,: we 
: checking on, the working with, at you will, P sales tiovess, mee 


| i, 
| and so we determined the ecsllein- ae gales tickets, or I should | ;. I 


a 


aay a properticn of the sales tickets which would be applicable}! 


a te the private label business ag compat to these net applicable 
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to the private label ‘business and we went through an adiveia 


of information not accounting information, but detailed’ infor- 


nation in the Borden records, I” should say. not just accounting 


information, which would enable us to make ‘this analysis, and me 
determined that 75 percent of ‘the’ sales tickets which are 
peenaved by our route salesmen and handled thrown these 
fundtions of branch clerical and oredit ceteation tpense, - 
was not applicable to the private label business. eo 
Therefore, we tacok, we deducted, I shovld say, 75 percent | 
of the om efepical and credit collection expense. I now 
3 now "eqme pale to general cites overhead. ™ veferping 
to CK% + ck-420 we got information as to’the ‘amount of © 
7 Siiney spent on this function. 
Starting with this figure and deternining the proportien. 
i of private izbel business to total business. that would be 
|| administered through the general saies nina, a letex- 
| mined that 99 pereent of that business and 90 percent of that 
| cost was not apphicable to the peiente:. label Dusiness, hence 
| we deduatea $0 percert of $.0085. 
How I dixact your attention to — 


5 Testimony, of Robert G. “avemeyer. : ae te : 

oo oe 
ni I believe | the other is the proposal to buda the Woodstosk 
iets ee 

“Now I re fer to vhat Bortien calls its Mother" gst doeee 

osts; which in this oe is shown’as $.0020. .That ‘Ancludes 
product waste and petty cash disbursenents. By define: so 
of the priva te Label quotation, the product. waste, which isa 


> 


actually the returns from the routes, was not. to ee of any 


benefit * to A&P, that is, A&P did not have the privilege of . 


returning cutdated merchandise. 


Also, an analysis of the petty cash account indicated that if 


none oF that petty cash was drawn oe behalf of any work or 


ler 
funetion with A&P. I think Hr Rote has also testified to: 
that point. ae ey, 


¢ 


We recognize, however, that occasionally - — excuse me. 
a a, 


Let me go hack and say on the basis of those txo points we woul? 
he 


be justified in deducting 100 percent of the othés ‘delivery 


i 
H 
te 


costs, however, we recognize . that occasionally there is some 
LTT TRLT? 


bad merchandise which may go into an A&P store’ as well as into 
any other stores and Borden would take back”bad sevohandise: : 
which is delivered. So on the basis of judgment ye gaid, "Yell, = 
} wo will at least Came the A&P = nro ‘at ‘in § percent - 
| oF those other delivery costs, to give ‘some mecognition to 

i this it. 


When wo agzyveyate these deductions, they total §.00¢1, 


* 


l which is indieated ia the bex ealléd “Items pax tially applieabs 
f 6 : 


# 


"Testimony Of Robert G. .Havemeyer ae ae : 

. ifr. “o5ey | 

bovden. would an achieved in the private label poumhiaea is 
that pight?:: Jae J 


A That is ee ue 


Gui. Were you able to compare that figure with Borden's S profit | 


overall? 


Yes. Borden’ S peer overall is 1965 was less a that. 
How much was it, do you ene 


~ 


Yt was 3.67 percent. 3.67 percent. 


Borden's annual report, 1965, CX-212. : 


A 
Q 
A 
Q What is the source of that information? 
A 
Q 


Were you also able to compare that figure of 10.62 percent 


with overall profits of companies engaged in the dairy business 
; we OR vet 

Q hat was thet comparison? - 

] A The i — for all sia iamenuaull in the papene business was 


3. 17 percent in 1965. 


1 Q Your Eonor, "I would like to now offer in evidence At: 


|| Exhibits 108 through 128 inclusive, and 1489 through 152 inclus- 


| ave. All of these relate to ASP Exhibit 109 and the ex; 
q and backup documents in the exhibit. 


JUDGE —_— Let's be sure we understand. You are 


‘< 


% 


net offeving lic. 138 and 19397 
| “WR. PALLS: Woll, 139 is the one that was nere?y 
itplanatory of: the previous documents. 138 I am vot sure what 
I] st ie. ‘t 


+ RE Eee arama anges ln eee ewer nem aN te. ooo mE 
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ee ee ee 
Q And Looking at the cortainer cost ‘for the private . label, 
“that would appeawr in each case where comparable - products were 
carried under the Borden label to have a higher container cost . 
than ‘the Soz-den label container cost, is that correct » sir? 
That? s right. ; 
Yes.) 
We used the etches nbat, 
Q Yes. When you state you used the Sh hee cates however, 
the cost that you did use vas lower than that. appeaving on 
Cosdecton Exhibit 54-B, was it not, six? ‘. 
A ‘That te vigtt, Se eG. 
JUDGE HINKES: Is there ir seen oe you didn't 


use the dontainer cost of S%—-B? 


z=, CHE WITNESS: | Yes, sir, of course. Borden includes 


in its container cost what is known as the production tental ” 


n the Pure~Pak machines which are the machines which are 


saat with ae containers. tng oe 


ad 


« 


~ WR. MATHIAS: . x ask thet the witness confine. himself 
to. his. pez feonal knowledge. I seeuka, no testimony on bs record 
ag to what is ineluded in this particuler container coats “ 

JUDGE HINKES: Well, you will testify from your own 
knovledge, if you can; and if not, just say 80.” 

THE WITMESS: I have tc cheek myself on it, sir, but 
I believe the chawt of accounts indicates it. I have toe cheek 
it to be cerptaia of it. cei 
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A I believe that is vignt. 
Q I might xrcefer you to Comnission Exhibit 294%-D for 
identification, and isn 't it true that in the third paragraph 

; on that page you state, "In vrectice dairies wae tilitzation ' 
shaz “ply higher or lewe on than average have vaviatiins of as 

sseaerh as plus o¢ minus $0 percent in machine charges per agai 
and variations in ‘cost for blanks ranging fron plus do percent 
minus 10 pees based on the daizy' 3 — s of planks pure 
chased from the blank — 
A‘ Yes. 


. MR. MATHIAS: “uus Ronor, the very pages submitted 

on preen this summary sheet show it is absolutely less in thi 

particular proceeding unless we have the underlying data and 
are abla to compare it with Borden's ope-ations at Woodstock 

| in March or, rather, May of 1.965. 


There is just no way Complaint Counsel can crose- 


| examine this docwnent and I urge again, that the case law and 


‘ « & 
the recormenied procedures in such case is crystal clear, there 


te just po exestion that this, or the testinony concerming this 
| porticules eiudy and calculations based upon it can not be 

| intredused into this wecord.  * : 

MR. FALLS: May I ask another question or two at this 
|] posuere | 

: GhGE HIMXES: Very well. 


» 


fox 
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does not cxist. 


* 


JUDGE HONKES : Let ma take it up at that point. 

Insofar as any of “hese exhibits and. any. testimony m 
Nr. | Haveneyer rests upon a 8" sudy which has been Jost or is othe ~~ | 
wise unavailable and which therefore is not available to opposi g | 
“counsel, it is unavoidable then to ‘eitions! to cree it this to 

Ne. 

become evidence, that is;:the tostimony of? the ovhibite. 

.In brief, the availability or: unavaitabity | of under 4 


ot - 


ying salanseisiaie which opposing counsel is entitled to, is the 


| 

| 

worry of the party offering the testimony, whether it is expert | 
or ethineles. Insofar ag wmderlying material is not paren to 

| be given to cpposing counsel, for whatever reason, any testimon | 

| cr cexhibits based upon it are inadnissible. Taere is no. | 
escaping that. & have to have authentication of the testinony 

| or exhibits mallee offered. ‘hat authentication is in the unde 

| lying docwuxcots. If they are not available, the | tied ottowing 
that testimony must attempt to authenticate it in sone other 


| fashicn. 


Theve are other ways that are possible in most instances. | a 
But tha mere unavailability of the underlying documents does | . 
|| nots by itself, constitute a reason for not offuring it or a | 
| 
| ccouamnzation in evidence. 


MR. PALIG: Your once, I would Like’ 40 speak to it 


| reason tor poreitting the sonelusionary results as shown by | 


; ne of Robert G. a : 2 5 63 sues 
‘don't think it makes any difference whether it was exhibits or 
<estimony, but based upon ‘hie studies he conducted as to which 
nuch of the documentation was ‘ac 

JUDGE HINKES: You are putting me-at a disadvantage, 
obvious! nda IT an _— prepared to rule. on what had: taken place 
with respect to Dr. Salvercon es : Me ata e 

T can only say this: Ny muling is quite clear with 

respect to Mi. Havemeyer. Insofar as it is inconsistnt with 
anything cone earlier a this suncsontna: of course I an 
anxious te avoid ~ inconsistency and “us entertain ‘arguments 
on that subject, but an not prepared to entioutadin such argumen 


here and now. 


“MR. MATHIAS: May % proceed, Your Honor? 


JUDGE HINKRS: We can break at any time .conveniant to 


MR. MATHIAS: I have a couple more questions. 


Testimony of Robert G. Haverieyer 
CROSS-EXAMINATION 
Q Mr. eerie in yoar direct beakiicie you referrazd to 
certain elenents of Respondent 's A&P Exhibit 114 for identifica- 
tion as being based upon a foemula found in Respondent "e b6P_ 
Exhibit 66 for identification at that point. j 
Can you point out which of these itens were 60 based, sir? 
A 7. ' I need ny memory refreshed on wat Btoibit 65 is. Iam 
weeny « I thought: you said CX --- 
) No, A&P Exhibit 6*(a) and (b). 
Yes. | 
a die nea you our copy of that. 
understand NOW. 
Would you explain for us which wenn 4 of Respondent's 
|AcP Exhibit 11% aré hased upon this exhibit, sir? 
fA Well, when we got into the area of so-called “all other 
| expenses," ibis on the “hart, would be the second of these 
— sections “all other expenses at Woodstock. " 
That is all other expenses besides machine rental? 
Besides labor. Labor machine venta and all other. 
JUDGE HIKES: That category is eatitied “Actual 
expenses. All Other, at Woodsteck,” right? 
| Tue WITNESS: ‘That te right. 
Hay mtr. Mathiae: 


: Ha Following down in o box right under that titie there is 


» 
% 


/ whatever Your Honoz 
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| dovunents are.: : Boos Tew a 25 6 a... 


: So Z think this would — a reasonable way bo descent 
it. Possibly we could take a late tench hour this’ ufterncon, 
desires, and then we can arrange to take a 
vhort lunch and meet back here. Pies 


‘JUDGE HINKES : ALL right. I will see that you have — 
the afternoon open chen Lor that purpose. a 
MR. MATHIAS: There was’ one deans 4 too, before we get 
into this question of the’ information. There was one item of 
information Mr. Havemeyer was to determine for us that came up 
in the course of his testimony. yesterday and I am not sure that 
jin the summary that it was included yesterday. eal 
| And that was Mr. Havemeyer made scme reference co 
tastimony or en exhibit which in his opinion shoved that the 
| conteiner cost as shown in Commisefon hibit $4- included - 
|wachine rental, 
Now is that one of the items, Mr. nett that you 
| were looking up for us? : 
| THE WETNESS: Wo, it wasn’t. . Se ee 
JUDGE HINKES: Tt was mentioned in his testimony. 
MR. WATHIAS: Yos, it was, but I didn't think it was 


jhe was to look up. That vas a statenent sy him that $4 con- 
| tained such an element of onset. 


" Testimony of Robert. avemeyer . 7165 
3566 as MATAIAS : No, but, Your Honor, in xelation to 

later wimutionios XZ had asked what document or what exhibit or 
vhat testimony in thin matter Sabiicnned this was thao case » and 


he stated thet he couldn't recall exectly. 


This is a rough paraphrase, but. it is my recollection 


that ‘he stated that he could not recall exactly, that he thought 


there was same testimony or sane calculation of Mr. Malone whi 
show.d that this included machine rental, and I had aeked at: 


that time that that o: determined for us. And in the summation 


at the end of the day I had forgotten to include this in the 
list of items to be checked out. = ~~ :, 


JUD": HINKES: Do you recall that, Hr. ie 
THE WITRESS: TI dente recall it being asked as a 
question of ma to be provided, but I will ad4 it to my list. 
| JUDSB HINKES: If you will, then. Apparently that 
| is the desire of Mr. Mathias. — 


: VOIR DIRE (xresused) 


2 Now, Mr. Havemeyer, have you had the opportunity to check 


] vot any of the ituas we discussed yesterdzy afternoon as of 

| this time? 

yA The answex to that is no, because the data I need is in 
j our oxtengive files in New York and we have made arrangements 
| for thom to come down: 

a Q Mow, Mr. Mavemeyer, at tha close of questioning yesterday 


i 
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JUDGE HINKES: The hearing will de in order. 


' . We had left (off yesterday with the voir dire examina-~ 
tion of the exhibits Prepared by Mr. Hevemeyer. You may contin 


ih Ws Maen a 


MR. MATHIAS: Before continuing the questioning, I 


might ask if Me. Havemeyer has had a chance to obtain any of the 3 
information foo us that we requested him to look up. 

y ROBERT G. HAVEMEYER, the witness on the stand at 
‘ime of resess, resumed the stand and testified further as fol- 
lows: a . ) mug 

HE WITNESS: Hy office hasn't arrived yet. The 
shipping coapany only pickea it up late yesterday afternoon. 
MR. MATHIAS: All right, sir. 
VOIR DIRE (resumed) —- 


By Mr. Mathias: 

Q Mr. Havemeyer, now I would refer you to ASP Exhibit 116 
for identification, which is entitied Attachnent III, Trailer 
Loading Cost per Item, and I see that in the series of Exhihite 
142 through 152 of ASP there is a similar section beginning wit! 


a copy of this exhibit and giving certain underlying conputa- 
tions. : 


In the *iret box on Respondent ASP Exhibit 116 there is a 
heading “otal Quantities Shipped by Each Tten, 
May 1995," 


Roudstcek Plant, 
Now this data was obtained foun ASP Erhibit 41, is 
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that correct, sir? 
A Excuse ma just a second. 
I eness it was. se ; 
Q And I take it that was obtained from the third column of 


that exhibit, which is entitled "Units or May oe 


is that correct? 


Q The eecond item is the nunber of packages per case for - 


each item. And this I see was obtained from A&P Exhibit 78. 


That exhibit merely shows the number of each package size which 


is ‘contained in the case, is that not correct, sir? 


A. That's sige ates 


Q Now, does this second box, the number of packages per 


case for each item, take into account mixed cases where there 


would be, say, a certdin number of half-pints and quarts put 


= 


.Anto a case when there was not a full case of each? 
A Ave you esking that question in reference to ASP Exhibit 
| 782 | 


Fo, I am askirg this with reference to Respondent A&P 
| Exhibit 116 and your underlying computations therein. 


}A No, it does not take into account mixed cases, because they 


| would ‘be Leading full cases of material cut of the plant. 


Tn any event, if there vera a mixed cago shipped out of 
| Woodstock, it would not @ake that inte account? 
1A Thet'a right. : 
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Q . ae in the center of ‘this exhi. bit, which is a flow chart, 


‘there is a box with. the letters A next to it entitled "Number. of a 


Cases Loaded and Shipped, May 1965." Where do we obtain at 
information, Mr. Havemeyer? ... , 
A 


« 2 bh . : as 
Pe ae se ot ee Re ee : 
+ §ey f, t 


? Se om © ap dene Mogtn ce - 
a i - 


Well, you can read it ‘divectiy fron &’ section in itt. 


Q@ Yeu bow now veferring to ASP Exhibit 152?) 5... 


A Yes. Mine might ccsetuae be out of place because I have 


taken it in and out of my ook several —— but it is. a cheat 
about 15 inches long, it is typed. I think you will vecognize . 
it if’ I show it to you. Its title is "Case Units and Container 
Costs, Woodstock - Fifth Period 1965." In my book it is in - 


Section IIIB. And the ne documents for that ave in . 
Seckinn ITTA.. aD se meee mtg Seyce aA | hs ‘Shee - ae ie 


By eer ee ee << ‘: weed 


Q My copy of this exhibit : that is in the last page of Attach~ 
ment IITA. ae ie 


. ‘ . Pas, 
: « a eee 3 
Wee AUS she che eye ee fy a. ae 
See RE FE ee je Wee ae ee 


A ATL right then. I will put mine in ‘the same plies so that. 
if wa have additional references to se, we will be oe about] | 
the same spot in the book.: ees exe me ch : | 
Q That particular document to which I have ‘Just ee eS 
Which is a part of Attachnent ITIA in A6P Exhibit 12, is: 
entitled "Case Unite and Container Costs, Vocdetcek: = Fifth 


Period 1965," o" Now what figure taken from this page would appear 


ov would -be veferred to in this box A on the flow chart, which 
is "Nunber of Cases Loaied and Shipped, May 1965"2. 


A There is a circled figure-about the third line frchn the: 


anmennmeeyrinsttnt tt CIO OC TEE NRE PCN meee em 


BEST COPY AVAILABLE f 


Se a eee eT ie a ean 
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bottom, 580, ou2. ‘You 1 wild find ee Figure posted on Attachment} 
2 IIIA. ee ig os & s SS eae 


: . 
ts ion 


Q seas on ‘Attackment LITA to which you have — referred, 


it appe ears that this number is acrived “ ‘/ dividing the aed 


two lines on that attachment for which’ there are no figures 


given, the first being “Borden ‘Company Central District, Estimates 


Plaat Processing Cost by Products and Unit Size, May 1965," 


‘dated 10-12 ~$5, and in the night -hand margin is a tabui. ation of 


quantity produced and the second item is "Borden Document Data 


10 for Cost Department, July 1971" table with a number of containers 
11 || per case by type of product, I take it that this sicenh iten, 

12 |} the table number of containers per ease, is AGP Exhibit 78 to 

12 which you have previously referred, is ‘that correct, siz? . 
att te : og asd Sk 

15 Q Now what document ave you referring in Item 1 on Attachmen 


A Well, here tn a column entitled "Units Produced, May 1965" 


me 


and tn that cclumn you will find for each of the products and 


package sizes which were produced at Woodstock in May 1965. Yo 


will find the quentity figure in the column entitled "Units 
Produc ed, May 1965" and we divided as an examp1 


Q Excuse me. You are one step ahead of me, Mr. Havemeyer. 


You are apparently reading from the document that I am asking 


about. I have asked yc to identify which cocunene it is that 


you have cbtained this information fron. I would Like <o know 


oy Saas a G, Havemeyer _ 


: i ae 7808 ° 
the ‘ASP exhibit’ nunber.: > : ee oo Be Be ae a 
A 


" se 
Oa, AGP Exhibit 41, vhich you will “fina attached to the: 
page you are looking at right NOW. 


Q Now the worksheet to which you ‘have previously Stiiead. 
"Cats Units and Container Costs, Woodstock w Fifth Period 1968, | 
tas that compiled by using these two exhibits, A&P Exhibit 1 
and AGP Exhibit 78? . fe Mes ee 


+. 


Q "And Attachment IITA is apparently what appears to be the 


formula which cts have used in that worksheet, is that ccrrect , 


San? 2s, vey a oe oe oe soe eset! 


A That tg ight.” Se. do tert 3.38.5, Ae Ve a 

q The next item on your £low chant, when is ASP Exhibit . 

ris, is a box in which ‘the number 3 appéars in the lowey left- 
hand corner and which is entitled "Loading Expense, Woodstock 
Plant, May 1965." I see in ASP Exhibit 132A Attachnient ITIB, 
entitléd "Loading Cost per Case.” Would that be the dccument 
which we would look to to determine your caloulation of the 
loading expense at the Woodstock plant for May 1965?..- 

A Wh cee ee 

Q Now, referting to ieee: TIIB in RASPX 182, there ave a 
number of iteas which go into this caloulation and first is 
listed as Account 703-87 for May '65, Loading dcek. and it fe 
Listed at $29,237.58. Now whare do we find that figure, Mr. 
Havenayer? " oe 


as 


* GM arte eC aoe So Kien shee Pao cee: >: 
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95722 : . 
A If you will turn two pages, you will find a copy of the 


ledger card for Account 703-37, and you wild find a circled 
figure on there of $29,237.58. 
- Now this ledger card was taken or is a part of ASP Exhibit | 
hy te 44, et. | 
A Yes. 
Q : _Now the secend item on this Attachment ITIB is the umber 
at 6 pallets and you refer back to Attachment IIIA? 
A That is a mistype. That shovld be IITB. The numter of 
pallets is. on the page following the one we are looking at. 
Excuse me » That is not exactly true either. It is a. 
octatstnatton of data in IIIA plus the following page in IIT. I 
really shovld wie ~ to change ITIA to IIIB, buc atta make - 
that "See Attachment IITXA and ITIB.". .;..... 
To be more specific, you will find on that following page 
a figure of 18,245 and you will find & destvetion for it : 
and that figure has been transferred to the first sheet of | 
detenbennt IIIB, which is the sheet we are looking at. 
Q Now, the cases per pallet, this still does not aprear to .:. 
me to de on Attachment IIIA. Could you possibly be referring to 


the work paper which has been identified as a part of Attachment 
IXIA? 


A Yes. 


MR. PALLS: Well, it is IIIB, you said, didn't you? 


THE WITNESS: I am sa~*.¢ to derive the number of 


deietaory of Robert 6, clues : ‘ 
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‘pallets, he 2245, we ined data from Attachnent IXIA and more i 
specifically that long worksheet: that we have ——— CO mn 
By Mo. Mathias: © letoe ps ek. ot oe nS x ae 


Hew any 
Meo 


Q That is entitled "Case Units — Container — Woodstock 
fth Period 1965 a 


~ 


A Right, and the calculation of the 18,245 you will find on 


the page following the page we are now veferving to. 
That is also marked Attachment IIIB and it is listed 


Now, in referring to both of chose sheets, I do not: find 


the numbers 30 or 6 witch you have used on the second Attach- 


|}ment ITIB, 30 cases per pallet apparently for the paper preducts 


and 36 cases per pallet for the glass products. Where do I find) 
that reference in these sheets? © as 


A Yo 


ou won't find it on ‘ne Sn Mr. Pergler's testinony afte 


this whole package of documentation had been put together and 
after ail the costs had been calculated, we then. heard Mr. 

| Pergler, who said -- I do not have a page reference, but I know 
| it is in there -~ that for the snmeens packaged in glass that 

| they were shipped from Woodstock in 36 cases per pallet, and 

| the other products were shipped at $9 cnees per pallet. Accord. 
| ingly, we had to go back and mke many changes. That was one 

| of the rezeons there were deleys in getting that documentation. - 
| package to you. * 


ew 
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Q Now, sin, the third line on the: first page marked Attachment c. 
TLIB is entitled "Loading Costs per Pallet* and appears *o be 
just ‘a straight division of the line 1 ee by the ‘Mine 2 
figure, is that. comect, six? 
A ‘Yes. -. 


Q Then there is a further breakdown. You have products 


packed in naper loaded 30 cases per pallet, and you have a cost 


par case. How is s that figure arrived at, sir? 

A Ly dividing the third line of $1.6025 by 30. 

Q And the fifth line is entitled "Froducts Packed in Glass 
Loaded 38 Cases per Pallet," and there is a cents figtwe per 


case in the right-hand colwan on that ‘oe. How was that 
obtained? / (Ae ee a a ee 

A By savtatin the third Line of $1.6025 by 36.° : 
Q Now, sir, I see down below that another series of lines - 
under the general. heading "Private Label Itens® and you have 
Sek listed fractions of dollar on a per-unit and ‘per-point 
basis in two colums. How were the figures obtaisied here? | 
Let's teke the peper gallons first as the first example and exp 
to us how you cerived the figures under the per-unit and per- 
point tolumns theres) cst nie ct oo. 

A All vight, we divided line 4%, vnich ig the cost pes case 
for items packaged in paper, which figure is $.053047, which - 


we divided. by 6 inasmuch as there ava § paper gallons rer case. 


That guve us the cost ser unit of $.00990%. Pex. figure was - 


or Ameen, Seater sw is Aen spapectc nanan Sk Na 
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then 1 dived s the nunber of Points per. eae ‘and. in the case: 
of the paper gallon homogenized milk st would ‘be foun points, Ge 
§. o08e0% would ‘be divided by r ‘to get. 8. 002226.. 

Q- Thon I teke it in the case of the half-galioa you divided 
line * by. 125 which appears <e be the number of half-gallons 


* ie é : 
SSS: ad gee state: eth 
ro ite hand nein eeSes = 


per case’ 17. sted here im get the per-unit Phan and then you: 


divides that, z take it, by 2 in order to reach the pev-point 
figure; ds ‘that ocswect, six? .. a ae ae 

A That's right. canal ans Sata a, 
q “And is we went through the quarts and pints and hailf- 
phate; it would be a, similar calculation? :: Tye ste : pa 


A (That's right. «2 tric.) er cee ata 


qe . Now the seventh line is "Glass Gallons per Case” and egain 
there is a per-unit and per-point ones <4 were thase . 
aranen obtained, sir? He RA aire Meatldiints absties 


BK The cost per case foo items packaged in glass is shown on 


Line § as $. OuKS1%. This was divided by & becanse there are | 
four glass gallons to a case in ordex to determine the cost. per 
glass gallon, so that then becama $.012128 per glass gallon. 
A glass gallon of milk is worth four points and so the last figure 
I mentioned the per-unit cost was divided by four to got the. cos 
per point of 8. 002782. 


Ye 


Q How these computations of the private label iten costs 


SCOP heme RFE 


be deperdent upon your. assumption that the pallets were loaded 


fully with, sav, one pallet was loaded completely with psper 


tema e 
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waltone of private label - product. and the sivas involved — 
the halt gallons wore fully loeded. wi. th cases of waver half~- 
gallons, and so forth, would ° it not, six? : 
oo . 


Q Well, in case there. was a mixed pallet of paper gallons and 


half and*half Pints, for instance, of private label items, 


how would that be ‘attacvad by this ‘computation? On how would 


that affect these computations. ' 
A It wovld not affect these computations, because all items 

packaged in paper were stacked $0 cases per pallet, so whether 
it was a mixtuce of ‘papar gailons and paper half “gallons, it - 
was stil 20:cases per pallet » SO the cost per case would. still 


be che same for either item on-a.mixed pallet, although in. 


practice in all. the daixy plants I have been in, especially. larg} 


volume dairy plants where they ship pallet loads, ‘a large: ~ro~- 


portion of those pallets go out. loaded with the same type of. 


item. oy 


. . Now have you: ever besh in the Woodstock seis Mr. Have- - 


meyer? : aos lee 


sles bse ys as 


A: Yes. : 


Q. Vere you in the Woodstock plant euetae this pordod of time 
of 19657. 


A: Ko. 
Q Did you observe theiy loading -- well, if you weren't . 


thera, obviously you. did not observe the loeding peactices of 


. 
* neni cae ae 
ee Ne ee ERE TEE HEE RN Re amr ing Sages 4 
* 


‘ 
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the Woodstock “plant at thig | ported of —_ is that correct, . 


Nw 


‘That's right. . re 
I note that the hal. £-and-half shat foe instance, has a. 


int value of one dg does it not, sin? 


- + 
‘ * lest 


Now, if you had a pallet mixed hal€ paper gallon cartons 
of A&P label milk and half-and-half pints, wouldn't there be 
a difference in the aoe and per-peint cost of that pallet? 
A Mo, stv. a ee ei a 
JUDGE HINKES: The difference would, be in the case, 
not in the pallet, is that ds ay ne ee 
| THE WITNESS: ‘That's right. The sede crew is 
handling pallets of merchandise and the cost is first determin 
per pellet. Now per the testinony of Mr. Pergler, all the 
| paper items were packed on a pallet as 30 cases ‘per pallet, so 
| long as there were 30 cases on that pallet as he testified, then 
| it made no differenca in the cost = case whether it was hol< 


| By My. Mathias: --.... . 


. ee ae Pree wey ee Soy ao 
we ee hig 


Well, let's go back a few steps beyond where you have 


| to line 3 whore you determined the loading cost per pallet ie 
| dividing the loading cost by the nurber of pallets loaded. pe 


Testimony of Robert G. Miveneyer 


2578. | So a be : 7518 


have assured here ‘that the : seme amount ol effort has gone into: 
loading each and every one of thoee pallets, is that not cor= 
rect, sir? ‘The sake cost. 

A I have not had to assume that. They ‘loaded 80 many pallets 
and they spent so much money. : 

Q 
for the lozding of each one of those pallets? 

WA: Yes. 

| Q Now, did you in your conputations take into par any 

| extra effort .that would have to be made in making up epecial 

| pallets of mixed loads of private label and Borden label where 


ee was not a full pallet of eee label being mee out? 


Ko, because again --~ 


MR. MATHIAS: No. 


Your Honor ei: have asked just for 


- 


"yes® or "no" answer. ~ - 


MR. FALLS: Your Honor, I think the witness should . 
be permitted to explain. *": ©...’ > ot 


JUDGE HINKES: Yes, the witness will be allowed to 


explain his answer if he wants to. 


THE WKTNESS: Thank you. As I stated before, if 


<< 


In other words, you have allocated an identical er , 


ter is 
. ‘ x 
ee ee e 
en ne nes nee me eninge Sa ND a am a 
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By Mo; Hathiass - re - Be be a 
Q Me. Havemeyer, it would be true, . would it ‘not, ‘that if in 
the loading process cortain pallets had to be manually wanipu- 
lated 30 that a portion of the -- in other words, a portion of 
Boréen label product would have to te nixed with a portion of 
ASP Label. in order to make up a full pallet, there would be 
additional. costs involved in — up that pallet, would ‘thare 
not, sir? - : 
Mz setts r ebjeat to the question on the ground 

| that it is haat on a factual Sette as to which there: is. 
ino evidence. a 

_ MR. MATHIAS: Your Honor, that objection is without 
| basis. My. Pergler has testified that frequently in the > : 
| transportation of pallets mm Weodstock to the O'Hare branch 


oc * m+ 
<i * ay 


bee 


| such pallets. | 
| JUDGE HENKES: I will overrule the objection. 
THE WITNESS: Would you like to restate the question? 


ys est isiony of — c. a havenieyes eo 
2580. ae 
3 (the ‘reporter read the question.) 

” Tae WETNESS: Theoretically there would be scme addi-. 
tional cost. . In ny spanian it would be minmusciile. * 
by He. Mathias: ! ) 

Q Whether it was minuscule or not, you aia not take into 
account any such possible eeereremies, is that right? 
A That's right. And if the cost om - ‘ 

ER. MATRTAS: Your Honor , I don't believe any further 
explanation is necessary. . : | 

WR. FALLS: I think the witness should be alloved to 
complete it. ) : oe 

JUDGE HINKES: Have you completed your answer? 

BRR. MATHIAS: Your Honor, I don't believe that the 
witness should be allowed to testify on his own basis €8 to 
any particular topic that comes to his mind. I believe that the}. 
witness answered my question fully and completely and I don't. 
hektovs that it is proper just. to allow him to wandes on. I real- 
ize that this is voir dire rather than orose-examination. How- 
ever, complaint counsel is entitled to completely responsive 
answers just as respondent was so entitled and in accordance 
with the rulings Your Honor made in connection with respondent's 


voir dire of various witnesses. : 


MR. FALLS: We don't Jmow if the witness has coupleted 
his answer. 


‘JUDGE HINKES: Well, I must allow this particular 
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Witness to have haa a itele greater leeway. He is an 


expert on: the stand. His opinions are valuable, and I doi.'t 


think it is advisable to limit him to eryptic answere when’ 


perhaps a better undez on canding of the whole case might be TT 
if he were allowed to speak a ‘Little more sid 
The — thing is I just want to be sure that he has 


coapleted his answer and that was my last question to Mr. Have~ 


meyer, ae : 
THE WITNESS: In truth, I answered that question. I . 
was going to expand on it. : 
JUDGE HINKES : Well, if you have already answered the 
question, I don't think that any further expansion is necessary. 
What I am looking for is the explanation if you had any explana~ 


THE WITNESS: ‘I would like to get a _— of paper to 
make a note of something . 
MR. FALLS: I would like to hava the question and | 
answer vead back so that I will be clear on what was said if 
I want to develop further on his oxanination. 
' JUDGE HINKES: Sure. You may. read the question and 


cm L 


(The reporter read the question and answer. ) 


JUDGE HINKES: You may contime, Mr. Mathias. 
By My. Mathias: 


Q Xow veferving to the long worksheet to which you have 


en eet 


cnt a so Ba 


~ 


= ote wat any nahin -cd seneinat 
. = 
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previously referred --- 


7819 
A Me. Mathias, would you excuse me a minute? I want make 


my note * 


Q Tam sorry. I didn't mean to interrupt. 
A All right, sir. 


Q Now, Mr. Havemeyer, do you know from your own experience 


=e. 


om froa any evidence of this record as to how the cases of 


ee me 


Borden lakel and A&P label were stored at the Wocdstock plant? 


ead 


Do you know whether they were contiguous, whether they were far 


apart, in different rooms? 


A I don't recall any sp2cific information on that right now. 


Aland? wale Aenea cece atin 


Q "Now, Mx. Ravemeyer, referring to this long worksheet te 
which you previously referred in conection with Attactment 
ILIA in A&P Exhibit 142, looking down the extreme right~hand -° 
column you have computed out the number of cases of each of th 
items which were shipped by Woodstock in the fifth period of 
1965, which I would take it would be May 1965, is that correct? 


A Yes. - 


Q Now, first, Mr. Havemeyer, I note that if we go dow throug! 
this list of cases for each item and divide each of these items 
by 80 in the case of the paper containers and 36 in the case 

of the gos. containers, they do not appear in any case to 

come out to even pallets; is that correct, sir; or at least as 
a general rule chey do not cone out to even palleta? 


A Looking at the iteins packaged in paper where my mental 


Tes as bg nome G. oo 9 583 “ge00 
aritinetic would be’ rather easy wale 30, it Sons not — 
that there are any which eenme cut to even pallets, although * 
perhaps there might be one’ or two, but: oa don't see any ocight 
away. Looking at ‘the itons packaged in glace, I can't do any 
mental arithmetic by 36 that quickly, but I would agsume that 
there would not be_ aa even number of pallets. 
Q Now, sir, paeroing back to Attachnent YIIB" a A&P Exhibit 
142, and the ledger oard to which you have referved as being - 

a part of A&P Exhipit 71, appearing at the top is ‘the notation 
TOR=87, and pankente tten notation "Loading EXP, ® and tha total 


down below of all of the Picines appearing on there appears to 


bie <29 237. §8, which is the Sonrtne cost used in your calculation 


on Attachnent eo: Ages ee a8 

Now, sir, did you make any check to datetuine if all Loadi: 
expenses were included on this ledger card? 
Ao personally didn't. My etaff made some type of check.. 
Q Can you tell us what check was made ty your staff, sir? 
A No, I can't be specific now, but they were instructed to. 
be not only on this account, but other ascdunte as well to be : 
alert for transfers into or out of accounts to be alert for -- 
on, what will I say -~ funetional expenses which sega to be 
unaccounted for, in general to see that the amounts in an | 
acceunt seen to vepresent the furietion as indicated by the ace 
‘number, : : 


Q Six, you had ledger cards for two periods of time, did you 


. . * 

ee Wa ee 

epee get een ere in enema meme tener copenens Sear, Powis came . : 
Mee 7 a a is : 
a odie Feat ‘ ws Pie iow. ac 


} 
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not, sir, for Hay 12965 and March of 1966? 
A = think ee . 
Q : - Was “= ‘check mads to deternine whethe 2 or not ——, expenses 
peteeen those ts tw0 periods of ¢ time coordinated with “each ‘other? | 
A. 2d couldate answer thet i NO. , 5 : f 

Q Sir, referring you to the Ledger sheet which is a part 

of A&P Exhibit 142 and is also a part of ASP Exhibit Ii, r would 
‘ean ike you to compare the iedger het for this same account 
number loeat ion 703 aecount 037, for March of 196s, and Z- | 
call you to one ‘subaccount No. 20 Listed as "Ds Sprestens cai | 
which shows a depreciation £4 igure of 8622 for that + month ‘, 
1966. : : | 

: HR. FALLS: I would like to get that ae in front — 
of me, Mr. Mathias. i 
MR. HATHTAS: It is part of 72. The sheet that I 

have -just handed to Ur. Havereyer, the March "86 ledger card, 
is a part of RASP Exhibit - 72 and is entitica “Location 703 
Account 037, Loading Expenses." i 

over his shoulder.’ !). 9): 0204024, 

By Me. sahigaee +e 

Q Now, sir, Leoking at the 42 ledger sheet which is a part of 
ASP Exhibit 142 and which is also included in ASP Exhibit 71, 
going dow ‘through the vavious subsccount numbers on that fage, 


I did not find any subaccount No. 20 corvesponding to the — 


MR. FALLS: Maybe it would be easier if I just looked 


Sk 


Row gy ieapantid 


Toe IE ETON RMI ERT ie lee 
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depreciation account a March of ‘es, ‘is that: coven sin? oe 


A That is. correct.’ bits 


ae 32 would also vefer you to Respondent ASP Exhibit 67, which 
is a chart of accounts, and gives ‘the location 703 and the 
Account No. 037, behing er in each instance is the ‘itle. 

i craiea Expense™* and han var pious cubaccounts, and alerts 


identify, and behing Subaccount 20 is listed the expense “aepre- 


eiat fone 


Hows siv, it would appear , would ix not, that. the ledger 
ecard which you have used fo2 May of 1965 does ‘Rot include a 
depreciati ion eet > is that not correct , sin? 
A 2 right. : 
, JUDGE HINES: Would you have any explanation for the ||. 


omnis salon? 
THE WITNESS: Yes. 


JUDGE HINKES: I would like to hear it. 2.0% a 

THE WEINESS: I have to make a supposition noiey" 
becausa I only hava thesa facte before mee 6. (et 8 et: 

MR. HATHITAS: Your Henor, unless the. is o16 basis 


in ‘che reaord for his supposition, I don't believe a testi- 


mony snculd be allowed. - 


JUDGE HINKES: No, I think in his role as an epxert 
he is antitled to give an opinion. 


THE WITNESS: First, a literal interpretation of the 
account for May of 1965 would iuply that there was no ¢epre- 


cLation on pallets at Woodsteck. An explanation for that could 


eat inony of Robert Ge" Havemeyer Cs , 
oo “ — 
2 586° 
be that o~ used the pallets from elosed ania which sition 
had cither been expensed at the time of purchase om completely Pe 
Tae 


depreciated and that the added deprienterton amount in March of | 


1966 would have represented + 2 depreciation on the aciitional 


yorets purchased | between 1965 and 1966. And, therefore, that 


added depreciati on geass not be applicable to May of 1985. 
JUDGE WINKES: But this, as you say, is a supposi- 


THE WITNESS: Yes, but what is not a supposition is 


that Lordens in its accounting statement said there was no 
cepreciation in May of 1965. 

By He. Mathias: 7 

Q Now on chia particular page there is no depreciation included 


is that not correct, sir? a. 


A Thet's right. 


Q Isn't it possible, sir, that Borden had a different method 
of accounting in 1265 and that this expense was accrued on a 


quarterly basis or on some other basis rather than a montly 
basis? 


A Anything is possible. 
Q Well, sir, wouldn't the leading equipment as well as 
pallets be included in this depreciation expense? The forklift 


jj trucks chat were used or whatever other loading equipment was 
used to load the trucks? 
A 


You would have to go to an expanded definition of -the 


” 
o- 
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accourts to determine. that. 


Q Now, sir, you have given one , possible explanation that the . 


a were taken fron a closed Borden plant. Do you have 
~~ is there any evidence in this ease that you are avere of 
that indicates that Borden used =— ts in any of its ome 
plants? es 

A I can’t recall any ete to that effect. . 

Q Ian't it true that the information and the testineny and 
exhibits in this case involving the newness of the Wocdstock P 
and the innovations thersin listed pallet eavings as one of the 
big innovations of the Yoodstock plant? 
A TeOs ee 6 ae, 4 a 


ie 


SM te el Ne eet 


MR. MATHIAS: Your Renor , the witness has been on the | 


stand for an hour. I wonder if we could take a fev ninates? 
| bxeak. . 


JUDGE HIENKES: “Certainly. We will take a short. 


SSecess Hw. 


(Whereupon, a brief recess was taken.) 


a eas 
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JUDGE HINKES: You may continne, Mr. Mathias. 

MR. MATHIAS: I see that.all of the AG P ‘counsel 


are not back in. - 


AR. PAGLS 3 e will hold the fort, Mr. Mathias. 


WR. MATHIAS: All right. 
By Mr. Mathias. 
Co... Eefoze T leave Attachnent 3 s0 A & P gxhibit 142, dealing 
with the loading costs in connection with those calculations, 
sir, I asked you some questions concerning oether or not you 


considered any special handling costs if they were incurred — 


for the A &-P label product. Now, *o take this back one step 


Level, the plant processing cost which you 
had calculated in Attachment 2 to 142 and which appears on. 

the flow chart on exhibit -- A & P Exhibit 114 for identi~ 
fication « on 48 any additional costs. wexe ineurred for cho “ 
production and handling of private label at the processing end 
ania ceken ehd of your calculations, “ Buch additicnal expendi 


tuzves taken into account in your calculations? ~ 


A Now, but I don’t think £ should@ answer with duns a we 
word there. — ed 

Q You may explain it. ...... | 

A Pirst, I don’t recall anything in ‘evidence indicating 
that. there were any special costs in that respect, and secondly 
without thinkiag of every minor function that goes on in 


processing, I don't Imncar of any == I don't know of anything 


Oe ae 9 aa came Wh TERA ioe tee oe Te mee baa fo? VOR Veer Ouse oe 
. 
* 


* Restinoty. of fnobert Ge Havemeyer ~ . 

Aa ee : “2589 7526 
significant wht. woud, cause added cost ie produaing private 
label items tn Chis processing Functions: s° 
q.. ‘But in the event there were such added costs, you aia not 
“eoudider chem in your calculations?, 


A That is right. BS 


Q Now, aix, referring | toR-A& P inhibit 117 fox identi= 
fication, those are’ nexely the conclusory figures you have 
arrived at th:irough the £low chart wenn | on R~-A& P Exhibit 116 
is that not - ‘correct, six? 


ae That is xight. 


Q If we went back to R “A&P Exhibit 15, which was the 
processing costs, those would just be the conclusory figures” 
vos arrived at using your procedure shown on the flow chart on 


aA & 2 Exhibit 114 fox * identification, is — not corzact? 
.: Yeu’ a8 ) 


MR, FALLS: I think mayba you said "15," and it 


aheuld be “118.8 eet gts 0 ae Be 

WR. WATEIAS: Oh, eneuns me, "115," yes. __ 
By Mr. Methiass . ol yee 
Q Now, My. heen. < would like to refer you to =* -A & ? 
Exhibit 118 for identification, and am I correct “in asswning 
‘that Attachment 4 in Exhibits 142 thicsingh 152 for identifica, : 


tion would correspond to the flow chart and underlying calcu- 
lations repreasnted by R- AG P Bxhibit 116? 
e 


aga 


to Weems os ay, TESTE geet eee meee - eee soe annie me eae 
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cee” fe eS ives 
1 morning » which has appeared in, I. think, 


‘the two Previous attach} 
ments and there isa circled ne of 530 842. 


Q This is the ee & Co.. worksheet, entitled — Units and 
Container Cost , Yocdst ook, Fifth Period 1965"? 

| A That's right. Fat 4 = 

Q And I believe you said earlier that this page was derived 

from RASP Exhibit b1, is that correct? 


A Yes. 


Q So you have taken this figure down below, 580, 642, the 
eivcled figure, as the number of eases produced at Woodstock 
in May of wets is that correct? * 


A Mes. 


Q how on the next. line you niiie Minas Bulk Items Not Sig- 
nificant in Counter Sales." What is meant by this, sir? 

A , Well, by the term "bulk items" we mean products which are 
in generally multi-gallon packages and are typically referred to 
: in the dainy business as bulk items. Milk in dispenser units, 
mainly things like that. | : 

. Where do you obtain this information, bulk items? 

A If yu look on the Case & Co. worksheet that we have referred 
to several times and which is the second sheet behind Attachment 
VA, you will see just above it the section captioned "Cottage 
Cheese,” some totals there, and one of them is 1,040 3959, and 


that is the point volume of the bulk items which Pranete it. 


Q That «ould be the ltens beginning with homo. six-gallon, 


* . onset 
TS am teen mena nn ce ae me sl ee cea tga - 
. a . 
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regular? ce 

1A Yes. . ; 
| Q Right above the figure 1 one.360 is the figure 1 220,929 
quarts. What is the. signifi~mnce of that? 

A Really no significance. 
by four and got the number of quarts, 
Q@ 80 that was not an indication of the nunber of points, is 
that. it? 2 


but St 1 was not used. 


A No. 
Q Some of these items wore not ona straight quart-per-point 
basis. Would that be the explanation? 


A That's right. fe 


a. Waich Ones? Would you be able to point out to us which 


ones were not on a straight quarter basis in their poirt value? 


A Well, the most obvious ones are the cream items, cne of 


which is 36 percent crean- in five-gallons, and then there is a 


12 percent cream in six-gallons, and I am not certain ct this 


at this time, but I Letidre the 18. percent. item is also an 18 


percent cream an six~gallon containers. 
Q 


just referred to? What point value? For instance, thé 18 per~ 
cent, six-gallon: container, 
of that, six? 

A 


eh 
T will need a minute to search for something. 


If you will tucn back to Section IIIA, and the third page 


Ye multiplied the nunber of gallon} 


How did you figure the points on these items that you have 


how did you compute the point value : 


seen 


+ tee ms 


‘ 
ee te a ee A I eR A, 
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from the end of that section, it is he aded "Estimated Case Volume * 


for: ttesetianeoes Bulk Containers ." -" This shows the data which 
we used both to det texmine the number of cases for the wey 
of each of these products” as well as the numbex. of pointe. 
Q Now, is this a Case € Co. worksheet? 
Yes. 

Q What document or exhibit in evideiwe in this matte? assigns 
these point values to these itcns? 
A I believe it is page 7 of the procedure cutline. “At least 
that is what it is knowm as. I dontt remember the exhibit 
number. 
Q Whose procedure outlines? . ‘ 
A : The procedure outline prepared by the Borden Company. All 
wight. It is one of the exhibits. 

MR. FALLS: Is this the Borden bid? I em not sure --- 


WR. MATHIAS: These bulk items are not in the Borden 


MR. PALLS: No, ¢ we are teiktng about point values. 
THE WITNESS: A&P Exhibit 66. That includes 2 table 
of point values. 3 
By Mr. Mathias: 
Q Which page of that exhibit? 
A I think it is page 7. . 


MR. FALLS: _Do you have it in front of you, ie. 


* 


Haveneyer? 
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THE WITNESS: No. 
OMR. FALLS: Would you like one? - 

THE WITNESS: Please. % 
By Me. Mathias: | i Bel 
Qs Do you have the document in front of you now, sir? 
A Zoss. 
Q And is the page 7 of that exhibit, sir? 
A Yes, and you look at the valve for half-pints of whisetie 
cream, for pints of half ~and~half, quarts of half-and-half s and 
you can see the point values which are assigned for small packages 
of ovesne, and we extended those upwards to get point values for 
large packeges of creams. ; 
Q These are estimated points estimated by you. They do not 
appear on the criginal Lforden document insofar as the bulk con- 
tainers we are now concerned watt, do they, six? 
A I object to the word Nut taabad, wo ee is @ calculation 
right fron this table. | : 
Q Siv, the heading of your Aoiumsiie states “estimated.” z 
Was just paraphrasing your own danwindin 

MR. FALLS: Which docuent? 

MR. MATHIAS: The one to which he originally estimated 
dase volume for niscellzneous bulk containers, which is a part 


of Attaclment IIIA to 42. 


THE WITNESS: Well, the data on that page to which you 
just referred is used to estimate the casa volume, it the data 


de * . ‘ 4 gd teas Ot CE arte Oe ar ay ft Cee eG 
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on that page as far as point value : is concerned as not an 


al od 
estinate, 


By Nr. ‘Mathias: 


Q All right. Looking at page 7 of RAGPX'66 and the page to_ 


which you referred us in comection with Atteciniant IIIA of 
Exhibit 142, to what item would we refer for this 18 percent, 
pagan contain on RASPX 66, page T; in order to arrive at 
your’ point value? ; 


A 


Well, there is no nulti-gation container on page 7, as f 
mentioned before, which used ‘the’ point values on page 7 to get. 
the point value for multi-gallon containers. 

Q But which item on page 7 of ASP Exhibit 66 is 18 percent? 

I don't see any iten listed on that page which states 18 percent 
A Oh, that’s vight. There is no 18 percent item specifically 
listed on page 7, but it is typical in the industry and in the 
Chicago area to assign a similay point value to the heavy 
ereans, 18 percent being not as heavy as 36 percent, but being 
one of ‘the heavier creams. ee - aes 

Q So you have made a judgment here that the 18 percent would 
have the sane point value as 36 percent cream? ~ , 

A Yes. : : | 

Q lave you found any vecord of Zorden assigning a point value 
to this itan? 

A ‘You mean in the cecord? 


Q In ths cecord, yos. 


' “testimony of Robert.c,. Havemeyer ” 
affect this average figure? 
A. Yes, it would be & move Sivewaiiie figure Soci the AGP 
standpoint. 


‘ pe 
*h 


Q Why is that, Mr. a cay a a 
A Well, if you have a higher proportion of glass itens going 
to Streator, then you have got a higher propertion of paper * emis 
going binibe “Ts O'Hare. ay 

Q Isn't it also possible, she, : Haveneyer, ‘that each of the 
various branches operated to which Weodstock Shipped product -- | 
would have a very difforcnt product mix handled out of that -- 


branch? 


A You: sid "very different"? 


Q L say "isn't it possible"? ~ 

A Oh, enything is possible. As oe 

Q Six, following your caleulat tion of cases delivered to 

O'Hare, which appears on this page as 210,382 cases, your next 

; calculation on line & would appear to subtract the amount of 

cases sold to counter customers at O'Hare, is that correct? 

A Yes. 

Q And your witimate figure then after Subtract ing that is 
the total number of cases loaded onto the ‘rucke at O'Hare for 


the fifth period of 1965, is that ats sir? 


Yes. 


“Re FALLS: Your Honor, I wonder af it is near the 


tine when we might take a short recess. The witness has been onl :: 
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the stand for aise i an . houw. 


It is fine with us, 


MR. “MATHIAS: All eight, sir. 


Your ‘Honor - 


JUDGE HINIES: Just one question I hed. You refer ag 
to the figure of 44,000 on the fourth line of VB, and I think 


we should note at this point once again that that: figure has b 


changed - to appr rox imately 39 ,000, so chat the end result is not 
165,600 on line 5, but 170,000 roughly. 


‘MR. MATHIAS: Your Honor , I would believe that there 


would be some question as to even the propriety of that 39,700. 


“DGE HINKES: Well, I am only stating whit the 


witness has testified. 
M&. MATHIAS: Rased upon the assumptions the witness 1h 
iia that would be an appropriate correction. _ : 
JUDGE HINKES: In other words, the uitnese is no 
longer sticking to the 165,000 figure. Let's put it that way. 
MR. MATHIAS: All right. 


JUDGE HINKES: Very well. We will take a short 


(Whereupon, a brief recess was taken.) 


‘ Se ache iam aise, PROT Ee: eng, Seige, ETS oy 


2 Tes ‘eimony ef ‘Robert 6. Hayemeyer: 


as i ge 2597 7559. 


Tipe Se  UINKES : 


Bees 


You = continue, Mr. Mathias. 
2H py Me. Mithiasé 


teh 
sek 


c< 


2. “he. Haveneyez, to go. back to attachment: 5-A for: a moment 


4ll s¢ ‘we assume that. the counter sales which we have Lapneitiea fe 
5 i as being p ten, : “sales to the Great ; Lakes Naval Dyeking 
6 were wg orinariay. made up of ths bulk itens, was pry study 
7 made of the costs that wovld be allocable to a Amada of . 
a 


the bulk items? 


ergler : 
9j]) A fie. testified that that volune dia not physically 


10 move through O'Hare. 


io - “You ara talking about now the: counter. eaten, 


12 yon stating if the counter Seles, that is, the eine to 
13 @ Great Lakes Naval Station, were not € primarily the bulk 
14 , itens. 

| 15 , A i. 2 


16 Q Was any study made of the cost of handling the = iteng 


17 || at O'Hare as compared to the cost of handling = other — 


| tne containers of gallon and enzller? 


= MR. — Let me ask you, are you talking now about} 


20 |] truck leading cost a is the ‘Subject of .thesa exhibits? 


° 


ai. om, yaminags Yes, I en: talking about this particu) 
22 ebtamnank the loading sost pee iten. 

23 THE WITNESS: No, there wes no Anfornation available 
24 jj that would enab} 


Le'us to break that down that finely. 


FERRO of Robert G. Havemeyer 


By Mr. Mathias: 


There. were bulk wholesale routes cut of O'Hare, were there 
six?- : 

un, : 

fo this point, we have eee sed Attachnents 5-A sad Be 


If «we look at the flow chart,that would ee us dovna on 


your flow chart, mick has been identifiea as A & P Exhibit 12¢ 


to the ) Lock Lettered Be entitled "uumbexr of ‘Caves idaseaue onto 


Trucks at of Hare," would it not, six? 


A. Yes. 


Q uarning to Attachwent 5-C, the second item listed oe that 
page is the number of cases loaded onto trucks. 

| This would correspond to the block 3B on your flow chart 
‘ne Exhibit 120, is that correct, six?’ ; oF 


A ves. Z 


: ae 
Q And that number as it appears in Attachment 5-c is 
165,532, is that correct, six? — o e 


A Yes. 


Q And shat is the figure tha t is computed on Attachment, 5-Bi 
I see on Attachnent 5-C, it refers to Aetachuent SA. ‘chat 
really should refer to Attacbnaniy 5-2, should it not? 

A Yes , that is true. 


a And now there is sone soeninn a az to whethoe this number 


should he 165,532 ar 170,600; 35 that repiaiass wir? Or enptosd 


me tely 170,000? 


a ee ee ena = ohne, seer * AOE E* -BRs Be toRgen tage meee ee DER 8 STO Deeb ae fg art MP Seta P reel HP Hg gp. Ue ts 
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vA ‘Yee, ‘there seems to ban that kind of question, 
q. mm On Attachment: SC, tthe first item is noted as being accoui 
“No. 727237 <= | 
MR. a 723. 
“By ir. Mathias: 3 : . 
@ Sxeuse Me, 723-37 for May of 1965. 


Is that the copy of the ledger shectis or is that teken 


. £roa the Ledger sheets wht ch Anmediately follow Attachment 5-c 


in Exhibit: 142? : a , 
A Yes. 7 ote oe . | 


Q Turning to those eager sheets, Z eee on chs bottom of tk: 


is that » oir? 


first sheet a wedeten — net 8 = inne 48 e Whose writir a 


A x belleve the word "net" ae our writs ng, aa ehemgh: X am al 


ertain: ‘of that, and’ the number , Ir am not sure ‘who wrote that : 
i 
The season, you may recall I mentioned before that Ir can- 


not alwayy Gistinguish betwaen who has rteben nuabers as com 


pared between my Staff and soinebody elee, “8 2 | 


In any case, it is the difference between the. ‘figure of 
19,729.92 and 998.44. 


Q 998.44 appears under the Credits Column on this account,’ 
} 
is~ that correct, six? . y 


t 


A Yes. 


-Q And this $29,000 Figure is the one you have seameoie: over 


to At bectainal —— is that correct? 


es ter ne ete pen Ce ere | 
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A That is eaigtins 


Q Are ‘here any other costs in the Borden ledger accounts 


which would have.a beaxing wpon loading costs?. 


A Not according to the Borden accountiag system. 


Q 


What about building costs? Wovld any portion of that be 


attributahle to the nani cost? - 
A Borden's accounting — did not go inte that adeyjree of 


*» 


refinenent, apparently. 


Q Does your einonedtnes ficial in this analysis incivde. 
buliding costs in any cf its evbdivisions? 

A It would be picked up in eitnaie account. Just which one, 
ft can't recall. 


Q I would like to hand you a ledger card which is a part of 


A&P Exhibit 71, account No. 723-8, which accoxding to the 


chart of acccun:3 of Borden is building expense account for 


* . 


O*Hare Lranch. 


MR. FALLS: What was that numbex? 
MR. MATHIAS: Location 723, account 8. 
By Mr. Mathias: 
Q And < — not been able. to €ind that account utilized in - 
any of your computations. 
Could you tell us where it does pane » if it doss?. 
No, ¢ would have to chec* on this, sir. 
BWeull ona method of accounting attetbave either al or 


part of the kuiiding ¢€xpense to loading expense? 


oe Pen rneeinnnoemaemae PLN. vo Cueto aes mE Tee 6 oe 84: nee ey a Shade 6 "¢: 


"Testimony, ‘of Robert a Haveneyer i 
22 a ; “2601 7863: 
‘ Well, not under the Borden. accounting system, ; - 
Q Would you attribute any balldiag expensa to ) the Locating 

— expense function, six? - ‘ 


A Undes: a very refinea and unusually detailed study, the 


londing P:.atforna Space, which is generally an unwalled, but - 
per cha aps covered part of the plant; nanely, being outside. that 
amount of .Spece, could be chexrgea, ty: vezy few accounting 
ieee ¢o into that @egree of refinement. 

: It is a onall Paxt of tke plant total area ana, as I say, 
in most. ‘places, it is unwallea, it ig out in tha open. 


Q Your baitaing expense is cne of the costs of ming biel~ 


ness at the O'Hare ee is it: not, sir? 
a. Yes. 


Q And.es I understana the éeatinnigy here, the prize function 
of ths O'Eare branch was to serve as a ‘@istedbution center for | 
gales in a particular area. Is that — six? 

A Yes. . 

Q You have not included it ti the building expense in. any 


other distribucion function that Ir can = 
and it 


ind in your accounting | 
Goes rot appear at any place in your — es 
expense, Is that not correct, sir? 


Eh aden 
ey: 


A xt dossn't appear in track-lLoading ‘expense and as for the ; 7 


other part of your question, I aid < would have to check on it, 
Q Would storage Play any part in tha loading exrense in con 
nection with the Gistriiution of becduct a sir? 


‘rest inony of ek G. Havemeyer -_ 2 ee 
- 2802. ee ; ee 7564. 
Yes, of course » storage plays a part in aictribution. 
Q Sir, I. would like to hand you another account from R~A & 
Exhibit 71, ledgec account No. 723-4, which the chart of acco 


would ideatify as storage at the O'Hare branch or office. 


MR. FATGS=: could I have a monent until I get that 
before me, John? 


HR. MATHIAS: Your Fonor, I am going to strike that 


last quescion for the moment. 
I will get back to that sheet latex. 


By Mz. Kathiass 


Q To roturn to R-A & P X-142 for iaentification and Attach~- 
ment S5-C and the underlying ledger cards which have bsen taken 


from Respondent A & P Exhibits 71, referring to the Shree page 


Sa: 


of the leiger sheets as they appear in your exhibit; you have 
noted that you have subtracted a credit of $998.44 to onsen 
the loading expense which you post on Attachment 5-c in your 
Gontintabiones | 


Do you know the nature of this $999 044 oxedit, Me. 


Haveneyer? 


A Acco::<ding to the subaccount definitions, it is a labor 


transfer. 


Q Would this be satypieal or ‘an atypical credit in your - 
opinion, lc. Haveneyoxr? oie 

A DO yout mean as to the ant int there is a credit or as 6 
tho emount? a 


(wes) 


ee ee ee Ce a Nice SOL et Oo wa oe rr en ee osrlomera wd 4 Sd ee ee 


. unieepead of Robert Ge. Havemeyer oo 
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ful. pallet so that ful pallets — Sexe loaded on. the truck? : 
A” Yes, 


Q 


nig 


. You state as have made allowance fox that in your chlow: 
- tattons. ao a 


Where co we find this allowance in your calculations, airy 


* . 


A 


ie lia tatty Naas th 


it is inherent in the calculation because ¢ che eame Lp iote ‘of; 


Bo Fs dato te 


activity is nacessary for nonvrivate Label eae 
Q and upon what do you base that testimony, six? 


A . I believe it is'aleo within me. Bergler's testimory, but | 


Le wa ane: gol tng to get into that in any detail, then, I “Se 
have to ‘look at it. 


cen mers conee ee Se 
seers +r 
near gees a Ok Sone GND "SLE tis,“ aT 

iy Se-° ar bes ere - a. 
= eae - 


A ts deh at st atin emt teenie eas. Yay 


me 


oom Oe Ree arlene «wets ate 


HR. macHTAss Do you have a copy of Mr. Bergler'’s 
testimony? : 


MR. PALES: I don’t think we have one here. 


MR. CURNIN: We do not. - 


MR. MATHIAS: — 


I don't think it would be necessary to 


double check it. . 
-By My. Mathias: : 


Q tt is your impression Of the record that this was done fox 


boi ch drat lebel and: for the Borden: ladel.. 
testimony? 


‘Ie that your 
ee os Ce 

A Yes and Sarthe, there is gickan of protects: in almost 
any daizy plent on pallets oz ckids. : 

Q Is it your doovession fron tho recoré that the mixing of 


pallats of all, Borden Lebel WAS nosessary to the sane dayzee 


eee 
* 


iain eel nna haired eatin i ke ie a eh hd ae 
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that it was necessary to mix pallets containing private label? 
A Yes, because you had a greater vari Lety. of nonprivate~Label 
items with moxe chance of having to mix. 

Theve are only 11 private lakel items and there are nore 
nonprivate Latal. itens, and since the mixing moxe typically 
cccurs in the small volume itens, there is a greater chunce for 
such mixing to ecscur in ‘the nonprivate-label items.. 

og A&P? was puzchasing nonprivate-label items as oo as the 
private-label een, was 2% not, six? - 

i. Yés. | 
Q : And that would be in sadieton to the 11 products covered 
by the private lakel throughout the entire period of time that 
we are dealing here. - 

After they hed switched entirely to private.label cn thoge 
11 itens, they were still purchasing one ef the other by 
products undex the Borden label. Were ‘they nts six?’ 


A Yes, but the nonprivate-lebel purchases were declining. 


Q So that when you stated that this mixing was taken into 


account in your calculations, it was this manner in which you 
took it into account, that you just considered it as being é 
equal for all preducts. Is that correct, six? 
A San. 7 

When. wa say equal, there is a mattar of degree, of course 


And va cannot tell at this tima, noe han anyone testified as t 


oaw Oa aw hm & Me MO 


" mest mony of Robert G, avemeye:, 
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eae, Gea ma Ae ai a : . 
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I am not certain of the answer to that, Mr. Mathias, are 
tide acccu nt because at tines we did look for other Satooenetons 
not just with respect to this account vat in genecal we looked 
fou other information to support or corroborate, and I can't 


answer , that question specifically with respect to this. * 


Q Did you make an analysis of the account ledger sheets 


in Exhibit No. 71 eth those in any other month during this .. 
tine period of 1965 to determine whether or not the credits or t 
debits were typical of the operations of the O'Hare branch or. 
the other location numbers under the — expense. and -. 
location Listed? Chas si ot sye tee Pa ty ke bet opi 

A Well, again I have to ans the same kind of genecatined 
answer. I did not work on all the details because of tha. 
magnitude of the analysis. I know what my instructions were and 
what our intent was. Now what was done specifically on Account 
723-23 for May 1965 I could not venture. - 


. “Ve cng 
ee, 


Q Were these inetructions in witten form, Me. Havemeyer? 
A No, om. -: 4s Abe pete : 


JUDGE HINKES: May I interrupt for just a moment? 
Ti seid, Mr. Havemeyer, that with weapest to the 


| at was doing in running the account and you ohiate sikaane 


eae. 
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7608 : 
Teed , 
of the June figures, . ceferring back to Attachnent ¢ Ive, as I rec 
your testinony yesterday, there were two sets of ‘figures used 
on that attachment , one dealing with transport milk and the - 
other dealing with regular, or milk that was delivered to 
branches, and in one instance you deducted the June expenses and 
in the ‘other you did not, is that not sinuiiene: sir? . 

MR. FALLS: What attachnent was that? 

MR. MATHIAS: IvC. 

HE WITNESS: I think when we discussed that, I didn’ 
say that we did it. In fact, you asked me whose handwriting it 
WAG For example, on Account 703-74 where there is a deduction 
for June entries, as I have mentioned before, in general on thes 
Lelees ecards the handwritten numbers were not entered by ‘us. 
The handwritten daxoriptions of subaccounts were in general 
weitten in. by us. > . 


3,842: 13 
I am not svre whose handwriting that is on that 


3 
but we. had a reason for either accepting that deduction or: for 
making. that deduction. ~ ~ 


By Mr. Mathias: 

Q But in any event the one enneen the figure for the: auto- 
motive expense on aan tvevion to the branches: included’ June 
entries whereas the transport milk aint in that instance did 
owt Anelude the June entries; is that not correct, sir? 

A That’s right. © = 7°) eee 


Q Now going beck to the worksheet. which is entitled "Derivat n 


2 


3 


4 


6 


8 


Ce ee ee eae eee me ena aoe, 
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: is vepresentetive of a broader region which would inslude : 

! O'Hare, O'Hare pated a large part of it, but we have the auto- 
l motive expense On all 42 wholesale routes in the area excluding 
Ren:mon. : ; | 

| Q So you figured this on an overall basis for the entire 

| metropolitan region? 

7] A Yes. 

| Q $16. 20 then would relate to the intine region excluding © 

| Hanmond? . | 
A Yes. 7 


HQ Now, sir, going back to your previous worksheet, "Deriva- 


tion of Route Day Costs, Wholesale Delivery," the finest five 
| lines there deal tile the -- at least with your interpretation 
of the specific expenses of the O'Hare nes is thatnot cor~ 
rect, sir? 
A: Yes. : 

Q Now, sir, you stated that you: did not have the expenses. 
for the autonstive expenses at the O'Have branch level, but onl 
on the regional level, is that correct, sir? 


I don't think I said quite that. I think I said that we 


we could get that data, then it would be prebrable tecause. 
occasionally trucks are transferred fron one branch to’ another 
in the dairy business and in any case, I felt that getting the 


prnentene We anges for the region would be more representative 


. had expenses available for che entire metropolitan region and 
| 
| 


| 
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de O'Hare bulk routes, automotive expense. - 

Q And there is also a ledger venseic which I have Freviously 
referred to for location 723 monet No. 71, which is marked 
"Automotive Expense” and would appeer by the table of aii , 
to apply to O'Hare wholesale accounts; is that not correct, 
sir? — i : 

A Yes. 

Q — I would return to my previous question thet if you ha 
used the figure from the ledger card ‘ae divided it by the 
nunber of wholesale route days which you have on your original 
worksheet Derivation of Route Day Costs" of 560, you would hav 
arvived at a a higher cost per rou te day than -- higher auto- 
aakiee _— per route Sie: Hon that which you have errived at 
on this sheet: is that correct . sir?. | 

A It would have been a lower cost, but I cannot vember the 
logical reason for believing that that was not <--— 

Q A lower cost or a higher cost, sir? 

A If you divide, I think it was as a $10, 000 . 
exrenditre by 560 route days, there would be a higher oust per 
route, day than $16.20. ; 

Q It would be approximately $18.90 per route day, would it 
not, sir? 


A That sounds abcut wight. I didn't do the arithmetic. Yet 


I feel there is a logic which I can't recall now, which I want 


to veview with my staff for feeling that that wasn't conparable 


pene ee Roper’. G. Haverieyer TCT can cay pare 
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time gbscrvations upon ales thsy ara based. 
JUDGE HINKES: Lat ma ask you, Mz. Bavonéye 
43 those ima studins azo aot available, how aia you 


ousyhio this oxhibit?. : 
TEE RITNESS: Becaus@ oncd the tina studies have the 
distea taken £ xOm nen, thora. is no furthor nacd for them 


sees ause wa: have done tho sanlys: rv necessary “oe develop the 


evds ron the: rew data. 


so eae usu &@ © 6 © 8 


JUDGE ‘HINKES: You kept your conclusions, in other 


words, and that is the documant f: som which this axhibit is 


takon? 


THE WITNESS: That is x dicks, was and this is’ 
typical of what Wa have done for many. years. - 
MR. FALLS: If I may, I think it. would be helpful 
42 i bain for identification, as. tho next AGP Exhibit, 
the material we hava wnopties to Govarnnsxnt counsel, which 
consists of all of ths material relating to these tine 
standards which still existe in the Casa & Company files, so 
you can sae exactly what that consists of and At doas sot out 
the fisures ; from which these: nunbene ware enlouletit. 
MR. MATRIAS: I would object to that. Thess 
figuros -- of course, I can't object: to the marking, but I 
would like to nago that the dccumonts to which Mx. Falls is 
| weforring have’ been referred to as only ‘ paxt of tho tine 
studies uson which: Mere Havemayex has based his conclusions. 


& 


lowe 
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_ TRE WETNESS: It was orapared by us in. pregeration 


. 7675 : 


dn advance of sry iitigation devaloping what would ba a cost 


what would bo e@ prico and ailecouns schedule that’ cculd be 
uued in commorcial business, in the duiry business, and in 
Chicago, and if these bo available for any litigatioa that 
might result. - 

JUDGE HZHKES: This was done long before this 
parktcular case arose, I gather? 

“THE WITNESS: Yes. 

JUDGE HINKES: It wae Scie abe studies you had — 
maida of some company other than Borden, presumably?» 

THE WITNESS: Yos, that is right. 

JUDGE HINKES: What is this doctimant's ‘connection, 
therefore, with Attachment 7 of 142? ‘ ‘ 

: THE WITNESS: Attachment 6, I think you mean. 

JUDCE HINKES: 6, parhaps. 

THE WITNESS: This is a further breakdown of the 
¢ima stendazds which are shown on these 2 paces, which are 
in attachnent 6. 

MR. FALLS: May XI mako ono commont. IT did want to 
reispotd to one point Mr. Mathias said. . Ha seamed to 
chavactorize this as though this is a cost study. This ~ 
eCrves & vexy narrou ‘purpose, ‘ALL this dcss is to davolop 
stendaré as to how long it takes a man to do a cartain 


thing. . 


“ep ‘ $ 


wensinmay san woe = are eee oe ee: een annem wine 
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_” gubee cee von, z understand. What Iam - 

“gateing tO ae this st: dy, which at ceenpts Ks) oll us how long 

, det — an enployes to de certain Zunctions, was developed 

ed cord pax ticulay: occasion that has no necessary roletionsht} 
| t> Bordan. whee I wane ‘ie know, what te that relat ionship, 

42 any, end £ think mr. Havenayer oight to ba able » to tell us. 

TEE WITNESS: In cho first place, te was oe : - 
a: wetopad 4n i ak on Store ae dslivering to a variety e 


a2 stords in Chécego.. 


JUDGE HINKES : wha t ees that nooeavarily have to 


do with Borden? 
THE WETUESS: Becausd Bordan was eperating store 
pate and tha manner ‘in suich ” developed che 
| ena standards, nanaly, what b 9 aovoribed as sn sn elsuoatary 
: @pproach, makes 1 antirely poesinas to adapt the standards 
toa the conditions at hand. Even 42 these standards were 
auvealopsd in tha 50's, alt though they were later zevicwad 
and updated, ths very fact they aro of an elementary atin 
‘enables us 9 pus ee aktse “he Glemonts that will conte to 
= conditions et a pacticular time thet a study is being made. 
rf ‘the stencards had aot ksen davsloped in elenontal fashion, 
we: could cot have done se. That is why I think, ‘frankly, 
ovr approsch is walqua. i : 
| SUDCE HINES: I don't quite follow you, Now. Take 
azy ons of thesa itens which ts 1ike an item contained da 142. |: 


ar 


‘Testimony of Robert's. Havemeyer a 7677 


2612 


| Lots 330 if wa can find one Suse by ~- Pick up ‘Enpties -- 
“you havo ‘gat an decom on 153 4 pickin Ig ‘up captics with a 
cireain 243 fox the Lire’ casa and .23 for cach additional. 
ts that minutes. or ‘what? 
: . THE “WIGNESS: That is minates. i 

“JUDGE HINKES : "vary wall. Now, how Geos that help. 
us dotanntne whether the figuyes you have enterad on this 
docunens are cerrect, that is, on 142? | 


THE WIENESS : hat page on 142 are you seterctag 


JUDGE HINKES: Tf an look cing at the first of 2 
pages for delivery time standards i to astimate serving 
time. I see chat ee wp item takes .23 ‘pinates, for 
united service. The sams for full service. ae 
Whst is the connection. between thoss acnows and 
tie ~igurcs you show on 153, or is there any connection? © 
TRE WITNESS: There fs a ies! diacich ‘ononeunbenl: 
Tis two pago document, in the documentation package, is taken 
‘dircetly Exon tho data in fxont of you on ASP 153, and I 
could not, at this momant ~- but I could easily, given, | 
pezhaps, an houx, show exactly hew the ata goes frou 
- 153 to the two-page set of standards. 


JUDGE HINKES: Are you: saying all of the figures 


used: in 142, for dsilivery, time standards axe lifted intact. 


from tha Zigures contained on 153? | 


be oe A OMIND SAAS HO EO SO —S  GN Ge NT 8 HS OE + SHAS” ye SN 
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TRE WITNESS ¢ Lifted and rearranged for more con- 
i venience in use. poe ae | ; 
MR. MATHIAS: What abuut the Limited ‘time service, ' 
six. I sae ‘nothing mentioned in 153 wuibintiing limited 
service times and yat they appear on the standards as they 


— in 142? | 


THE WITNESS: Tho grouping of the olomante ave done. 
te conform to ths condit tions, that is, ‘if we azo coacexned 
‘with conditions of - limited service, we ‘thon pat ‘togather the ° 
ais valuss of those elements which are performed ia the. 
Limited sorvice type of. delivery. On the other hand, ‘in the 
: s@.o0f full service Satevery Wee want ‘me elononts plus 
ema of those which ware used in the previous wom from 153, 
and put them togethar to reprosent the kind of work which a. 
min docs when ho makes a so-called full service delivery. 
: JUDGE HINEES ; Then, if I understand nih 10 are 
s&ying, you really don't have a time study here, do you? © 
What you have is a calculation of what the time should have 


é - . ee 
been. ee 


_THE WITNESS: This is a -- I don't know how to. 


respond te that, sir. . - 
JUDGE HINKES: What you are saying is you have 
rearranged cartcin clenents of tima to comé up with a 


— a” think is correct? 


THR WITNESS: Yes, and this is a nonin wolk 
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known and aouapeest in many nese of industries, ‘shy. 


JUDGE HINKES: Perhaps so. What is your justificata 
dee that voerenneendat which you call a tima study? 
THE WITNESS: Because -~ 
JUDGE HINKES: If you seko a tina study, it scoms 
to me sonabody nee ee observe haw long it ne to pick up 
a c2zse of omptics? - 
THE WITNESS: Yes. That ds exactly what’ we did 
eo develop the standard on 153 for picking up a case. 
JUDGE HINKES: You say shee is not necessarily the. 
figure you used on 142? | 
THE WITNESS: It ie the figure we usad on 142. It 
is just that 142 is a roarrengenent of the standards on 153 
fck more ‘gonvenianca in uss. I can denonstrat te there is a 
direct and ‘uisthecad pateean the 2. 
MR. MATHIAS this would worry mo fax mor® than -- | 
' { worries ma far more now than it aid before ‘ths explanation. 
began: Wa hava a period of time which it is quite apparent 
the preduct mix was not even the same as it was during the 
period of tine wa are concerned with in that glass was a vory 
mech more substantial item in the product mix, and obviously 
handling glass takes moxe time than handling other empty cases 
so this is going to cause problems in these scanitaety 
Further, it'is s¢til quite apparent that wo have no ‘atiches 


of the compa:sabi lity of the stores that we are dealing with 


sot aa ed a! a a nae c= canal" wane aes se 
e ‘ 


: — ? ie & _— 
. eee of: Robert <. Haveneyer * 


| betyaen ehis study ‘and. the stores me tho Borden 2618 >. 
might | note that it is aiukto evident to anyone that after 7 
Wexla War IZ there was a conti inveus dsclino in the aunber of* 
stores and a continuous dévelopuent of more and mora supsrmar~ 
kets, and this cont4naucd through the °50's and wall into tha 
'€0's and it is still gotag on. tho fuxther you go along, the. 
"more aifterence thaws is in the type of stozes wo- are dealing 
make oe ce : a 


3° re ee Oe «eC e ~  O 


SUDGE HINKES: . Let ma ask Mx. Havameyer. when 


was this study made, 153?.. 


: cad 
° 


_ THE UIINE SS: It was criginally made in 1949 and 
1950. It was later updated in the mid-50's, and was later 
reviewed ond cont firmed in the early 60's, 
JUDGE RINKES 3 The ree on 153 then or 
what -- as, 50, 60: -~ what? on 

THE WITNESS: They represent 1949 and a confirmation 

aver at least a 13 year psriod thet they are still apilicabie. 
r would like’ to teke Mr. Mathias's objection point and show why 
this is velueble and seein in this case. For oxanple, he 


save that the study was made et 3 time when thors was more 


product in glass than there is now. ‘The very reason for using 


and develeping Glomsatal time. standards is to reflect that . 
fact, thet id +6 1% does. takes more time to handle a case of 


; eaties and 2 case of optics occurs vhen you havo giass bottle 
because shay are returned as. onpey bottles. 


ae 


‘Then you apply. 


veil ne tem me st pm) we ek mee 
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wun wolves. Sat walt ¥3a, es : . 
Mn. MATAUAS 4 t PEAT ayy Ms bee tums Ye oe ne : 


My Beak ofa 
de tla euhtbee mr ae? 


ae : 

BR. PALLS: That one canes somewhat, one in tha 

markiag, . beliova, becanna wo ht a hintua -~ 3% in 1¢0. 
MR, MAVHTAS: Conplains coonnel ne tands core racka. 
x on infonned correctly it is RAP 140. However, this is tha 
7th avtichyont in — List of Slew charts ja this samo _ 
series of axhibies, is it n not, siz? a 

= WITNESS: Yoo. 


By Ee. Bi sthiess 
Q Raferzing to RAPX 142 through 152, tho flow charts in 


thes £0 Grhibits, which ie entitled attachmant ‘VII, and the 


accempanying calculations and attachments, would correspond 


to the flow chart which has been ——e as A&P’ — 
140. Is that corxect, a : | 

A yes, sir. a so 2, a Lee = . : 

Q Now, sir, in tho upper lose eae corner, ‘the first =< 
box on ¢his flow chart 49 entitled,’ Avar2ge Cost Per Point, 
Por Fordsn Company Racaxsds, and lists @ cost of $.0151. There 
is 2 notation in a box attachsd, =e Is that tha sources 
of chat figura, six? 1a 


A Yee, 1% is. 


Q Would you fndLeats where, on Commission —— — we 
can oe those Sigumoee * 


Foes: 


Siar nil ilar ase caret Anceumiieiaemeaemen ce ndereateeteedint ee 
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New, ‘ie, having subtenctad that amount, you come te a 
‘box ant2tled, Cost of tons Complatoly or Partially - 
Applicable to A&P Private Labol Business, and I take rs ‘this 
is tho oro subtraction of ‘tho fizet mot or tho second © 
box fren the first box. Is that corzect, sir? a 
A ‘That is right. = : ‘7 
Q : te con tan a eaten oh ant ee 


o oN 2 © &® @© DB 


chert atettos: Leas, and you hava, - in tha noxt box, Ttens 


~ 
o 


Partially Applicable to A&P Private Labol Business. Can you 


explain to us, six, how this figure which appeara to be $.0063 
was obtained? z es ete i te 2 eo oe, hee Sect 8 oo 


A Te was obtained in 3 or 4 separate stopa. 


- af 
nu 


tae » 


=. 


Q All right, sir, Leta take tha fixst stop, thon thon. ZI tako 


ante 
ou 


at those are the 3 or 4 sopurate steps you are reforxing to -~ 
Bre theso which are Afstod in cvcal boxes tn the Lowor 


ee 
re 


left hand corner Gf this flow chart and which ara Jotnea by 
@ common Hine and an arrow to the box antitied, 
| ‘Applicable: to AGP Private Labal. Business. 
| A that 4s rights AF Webi ced S 
= st St emi 


: ce opY Y AVAILABLE | 
ee ee ‘(pest cor 


cere er 


e.. contd you explatn for vs $uat how you have snsived at 


*. ca em ee me im ee 
oe et a a et ey i 
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thin Sigucc? Loe aaa ts 7 


A Woll, as 20 already rend ‘by mo ccm Bahihee Sap, . ‘the ‘ - 
Cox: *: Zaz the average point Lex ranch Clerical Experso ie 
 $.€020, ond wo have ellocatna that betusen Pixvats Labol 2 
aad on Pra tvara Label Brainos 33, oa the banks of dolivary 
tickats edne2 ths principal Funct} en of Branch Clevical is 
the andl ax g of these delivery th chota, or one of tha signiti- | 
cant functlens az lee & of Branch Clerical is tho handling of 
dol. ivory tiokote. If you continua: tovexd tha back of tho 
' beck to ‘the farses typowritten P2gO» you will 629 the one 
of that. This is actually 2 pages which axe hardead » 
Distxibution of Anticipated Branch Clerical Cest on Basis of 
Dolivery: Tickets sala taste cna Proportion o¢ — Items 
' Used foz Private Label. . 
Q Now, that pags begins, mathe the flow chset, Ss wee 
pagss back in Attachment Vit. Is that correct, Sir? .. 
A aces = beech r Segoe tiers ate 7 | 
Q wind you cxplain fon : uUe,. nate ati Sust how you | hava " 
anelyzea this Drench Clericel &xrponso? .. eee a 
A = Woll, wo axe trying to detarnine here what proportion of 
the dslivary tickote ~ of tha totol dalivery tickets are thoreo 
fox tho oxivate label businsss. You — notice, on line 1 of j.:. 
Chae typod shcst, a et to cx-$80, which is the Sth 
‘pagn fol} lowing thats Pege. 


* 


Q Now, that would ce a docimont ontitled, The Borden Cenpany 


= 
= SR # ee se + te ee ein. st se nme en ee mc eee ome 
SP meee re. mma Mg + ee See mete tee. ewe. —T a one i 


" Pestinony, of Robert ty i -26 9° Ty 
‘Oneal i Diviaton Data Ro AEP Salen, Flutd milk Based on 6th 
‘Poried ‘Endod tuna 26. ts thet Cocoa? Fars : a 4 
“ 2 Yes. ie med oo “aa so 7 


“<Q Ane dated muguee 26. 196s?” 


‘. . ‘Yes. Lae, 
@ I sco 7” have stead et a “pexgintage thei of 55.7 


parceat. Could ; you tell 3) how yor arrived at that figure? 
ee Yes. rt. is taken directly Prom ‘that document. 


o oN O@ 4 &@ & BW 


Q Would you tel2 us what figusns wero used, sir? 


- 
© 


A On the first line it says, Chicago Motropolitan —_. 
the oxtzeme xight hand figuse is 55.7 sila tees and the : 
‘ eiedine cn Chat is Parcont at A&P sales to —~ r am sorry —. , 
Pexcont of A&P Sales, Subhoading to Wholesale Route Sales 
for tho Chicago. Metropolitan Area. ieee 


Q Ané you have taken this 55.7 percent: from CX-42D and 


brevght £t over to the first page i this ‘ealealation “— 
Is that correct, are? * ain, aS Rete Si hae RE 


> ‘ . - 
oie | = Poel bee et 
. : . Ce. ‘ ites . iis i 
A A ee. oe ee Se be ae LeU Ok gnc + ts. Gu} 
. ee ee. feast aM eR ee s hg ct, 
ak @ *, . * : 


We ee 


Q tov, What Aa tho nit otep:— von tha umater 3 hans _- 
you have takeoa = $. mene ho - — — Cont | 
Por Point? - apie he ney Bisley 
A ves. ve an : E 
Q hat waa your wins ntep in your ne ak its cost 
A All xight. wo ave going thrcugh a eerios, of proportions 


“» ‘ 


sc sac cme 


“2820: W118 


bas2d upon daze in tha3o vinclous decumtats to arriva nt tho : 


~~ eee ee ee ee a ee eet a nore go nee ee | 
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poxcont of Dolivery Tickots that axe thore for the private 
: labal besinese and as line 3 on this typewritcton shert, it: 
indicates, Annlysis of Caicngo and Suburbs, Bordon Billings 
to ASP, Usy 1965, and it whens 11 | private label items which 
would account for 7S parcent of A&P poin cha, As , 
Q. Where do we find that figure, six? | 


A You — i% from Chicago and Suburbs bay igh for these 
2 months. 


Q Whose has tks calculation bssn mado?” -_— can wo find 


4% in this package, six? eee 

A tt is not in that package. ea, i 

Q Has Chat analysis boon naiiebbtend: to papoar, sir? 

A No. X don’t think so. I think thet was -- we had the 
billings alongsido at our desk with a salouleter ana worked 
4% out aad posted tho “95 poreent.-. . : a 
Q. Let mo got the mechanical procedure that was involvaa 
hora, than. ‘Jurt hew did you datermine this 75 percent figure 
from the May end Soptesbsr 1965 billings? - — 

A 


Well, if you take the point volun for the private labol 
ditons which appoers on thoss billings for -~- just a sinute. 

rf you rofor to tha billings and take the quantity of the ; 
items which were later teken in —atuaies label, and compare: tho 
podixt volumo ot chore items to tha total point peg you coms 
vp with cpproninatoly 758 percent. 


meee 


Testimony of Robert G; Havemeyer ee ee 
@ Bix, which ban14ngo ~~ can you toll ua exactly what 
billInga from may end Soptanbox’ 1968, wora used in chs 
antlyain?. 2 * * ‘ 
.& Woll, 4t is. tates tha weoks commenting : in those months. 
Thera aro weekly billings, as you rovall. 
Q r éo zecall,’ air, hut < knew that ie fucquontly the 
wockly be. llings do not confexn Guactly to tho perlod of ths : 
month. end z nod to know in oxder %o check your analysis, 
the exact week ending billings to which you aro referring hore 
A Teenie Saewor O€E tha Gop of my Doody mr. ites Bs 
would heva to tell you lator. - ae ey 
Q: In tho avant Complaint Counsel do not have copies of 
theso particular billings, hacia Counsel would notd to be 
supolisd with copies, Cane. oe, ie. eT Re oe as 

“I am not sure since wo ala net usa thes in any of our 
calculations -- r am not suxo whather or noe —— oe 
are avellahie to complaint Counsel.*'.” - * 
A : All ‘right. - oi : oa cn x, Pe a. 
Q Now, you, through ‘this calculation, you haw cons up with 
© Donne Sisse of 75 porcent of the A&P point votme being! 
| 2epesonted by the proposed privat; label itoms daurizg these 
_ 2 peclodsa of tine. Fivet-ef ull, So you recath ehether dams 
OR eset cmttoh eta Aaa 
7 way for oach of the 2 periods of time? .. 


} A ome onion of te 2 — ty ait nite ae 


. “fs 


nae ¢ 
. 
° 


eee ne sc et a= ay a ane 
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so:sonabbhy reprevenitativa months of the yoar. 
Do you racall how thay —— in pateantagar 
— 
banat : 


No, I don't. 


Now, you ctata Mzy and Soptonbar aro reprosantative 
menths. Did you meko a study of tho sales volunos on an 
annnal basis to determine tet those ware reprosontative 
sonnet 


A &a2l, first, ae is sie thik known in -3 i 
Q I would like my quastion snuwered as to whether or not 
he made en analysis of Borden's sales. If h2 wishss to exple 
afterwards, that is fino. 1 would like to know if thore was 
any analysis meade of Borden's billings to A&P in tho ~ 
‘Chiczgo and Suburbs on an amual basis, to doternins — 
ox not these 2 months wore =epresontative months? . : 
A ‘To answer that quostion = f think so, but to confirm - 
it I will have to chack with my sicaff. . 
-@ In othar words, you doen't know uhethor auch a study 
was mado, at this point? ~ : < : 
A =X _ em not cactain but I think so. secondly, tha pact I 
was starting off to answor, first, is that May end Soptonbar 
are recegni.zad as ropresontative months of tho cee as for 
as voluna pnd mix 1s concorned. La i 


Q Can you givo us R reference to an authority. on that point 


oe o*, .s : ig % — “ rs 
“, ‘Testimony ‘of. Robert G, ‘Havemeyer: 
oe 2823) mi 


a "4 “Myst, o 


tf 2 * 
. 


—@ No, a tha eat Bes oa this choot: #9 Lietea as’ an 

“‘Bnaly vein of chicago ana Suburbs, Rozden Billings to AgP . 
March 1966, AsP's il Private Labo. Ttens woquized only il. 

of tthe 28 cada required for biliiag. Could you expiain what 

‘you maa exe, six, and how this applies to ‘the @arlier steps | 
af your enalysis? pial ae : 

A Yes. In procesaing ces entrics aro mado tee 
individuel itcans and the extensions axe nede. fox individual 
items and eveatually thase are carried forward Suto various 
extensions and totals. ‘Tf y you refer to tho billige for. 
Chicago ead Suburbs for March 1966 -~ and pA uadexstand you 

Jhave a copy of them -~  thore are 38 linsd codes or lined itons 
on a bill, and there wae lL private labol items, 


“ae Waa — docs ‘this have em your copra id up “o 
this point? : : a ee se eae 


So far, no calonlations have bzon made. You will 5ae ~ : 


dowa bolow when you gat to the B computation » sections: . .. 

Q This be mensiy a stop? : pe ee a eu a ¥ ee 
4s Stopes ie: re ee Pe ee ey 
| Q ‘In this ‘nidiasts of tha March 1966 AsP ptastaie: wore 
thera other producta on these summary billings to nave, 


vos. r 


# : : : 
Q 80 ‘howe were meee than 11 2tno0 ai tha 2 biting usod in 
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gag ee 
the biLng ta ASP, wero thare ‘ih, oir? 
A You. I thonght I had aga — 
aq Bat only il of thosa lines wore private iabol tema. Is 
‘thet wae point hore, six? 
. Yoo. : 
Q Now, sir, tho noxt iteon, ite no. 5, you hava as Iton . 
12 of decumonts Case & Company woul uso <= r tako 4% you 
axe veferring to RAPX-74. Is that corrsct, slr?) a 
A That is xight. 
Q Ana balieve that sonceee ono pag2 behind this 
eesepudas this two page ‘Sypemcitton work shoot. Is that : 
A vos. $ : , 
Q What use wes mado of this in your calculations? 
A Data was taken from this, as will bo soon en pago 25 


to develop tha ratio of 30 percent. 
Q What data was tzxkan from this, six? 
A All hein. Plcase turn to stest 2. pirot, at ths top, 


' tha top batch of information talks ahout schools. Wa are now 


golag to determine dolivery ticksts for schools; as ‘indented 


on A&P Exhibit 74, tnoce wom 4 school routes, and thare wore . 


79 acheels on thera routes, aud new, ,On the 20 xragular xsoutes, 
4£ you look on RAPX 74, nidway acwn tho p2ga, opposite tho word 


Total, and undor tha colina ilating for Schools, you will find 


24. Incidoatally, tho é2.¢fcrancs batwoon the 24, at that an 


* 
a? 


‘| “nestisiany of Robert G,, Havemeyer. roe : 
: es oe 2625 7723. 
pos nt, and tho total numbex of schools of 103, ara tho 79 


sckcols you sca eppes hte bain word, 4 achool scutes, on tho. s 
typomittes" shost. That io a total thon of 103 schcols, toe | 
a 39 wook school YOars 


Q Whore db you este -ermino the number of 79 schools 

for che 4 school routes, six? 2 o 

A = Subtract 24 from 103. 103 is chown as tha Sotal A ees 

schonls and 24 of thosoa schools ware on the zegular LOUtsS , 
The school routes of which ore Were ns -- = is 79 schools. 


Thora is a total of — 


Q Whet hava you dens with that figure? : 


Multiplied that by tho 39 weok school year, 5 doliverios 
por veok =-- 103 — 39 ae 5 is 0, 08s annual delivery ” 
tickets. ss e ath # giv tee te? ee 


am 


Q What was wear noxt step in the nares of thesa dolivany. 
tickota, str. oe 


5 : So leag as. wo ars ‘reforning to AGP Exhibit 74, Lot us 
é 


Dow voter to tha dth calculationen this typowritton sheet — 
the cne which says, AGP a 528 stops times 52. waoks. — 
“@ am elk, oe, 


A the 523 is tha pordvect of mittplying 6 by 88 and cn 
AGP Behibat 74, about: midway down tha page, opposite the os 
totel, and unéor tho 4th column, which is entit « Wusbor 
Of Chain stores, A&P, yeu will find 88. 


fae c 
e. 


a. i. oir, on each of ‘these tnotancas W2 are ees figures 


a % 
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: acs cad 
for sho O'Rexra Branch. Is Nhat corxoct, sir? 


A - Yes. oe stores tinos 6 éolivorlos por wick ‘imos $2: 
Werks Jus 27,456. 


Q ALL ss ila sir. Now, what other analysiaz did ae ma 


2 
A The bocend ef these 4. Saas eck 2 of his a =< 


work shect. — : - 2 
Q To. intorzupt for a momont ——- I take 2@ sheet 2 “" 
ectually the analysis you wore —— to in stap 206 S ca. 
she at i. Is that correct? ; 
A Yos, that is right. 
Q Tho second step, now. ce a 
A | " is entitled, Othor Non-Store, 102 Steps timss 52 
wacks. I now =ater you to Avtachnent VE ef this sza3 
Exhibit, are WO havo alrecdy developoa ‘that igure; 
eouating ths flav er aa page 1, plonse =e to paye 3e 
1  aighes e ee | 
‘ Yeu and = ara not eerie at tho SaMD shest, Mz. Mathias. 
Counting the flow chert, ag no. 1 —- so 
Q I am sorry.. starting es Amtachuanat VI -—- XY started 
at Attachnent VIT.. - ee 


A Tha title of the peyo is Derivation of Routs Day and 
Delivscries Par Route Day by Class of Seen, 0" Haxe Wholesale 
Sth Period 1965. +. oo * 


Q and, sir, fcom what docurent wes : this analysis mado? 


a Excuse mo just a minute. I want to show tho Judge what 
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Page wo Maa Oe oe. 


e 


‘Under the siti about the middle of tha page. 
’ which is headcad, Roa-Store Custenors, I row went to detcrmins 
the othar of Non-Stoxe Custcners, othor Chan schools, inasmuch | 
as wa hevo alinady datermined the nunbsr of acheol stops. and 
schcal eslivary tickets, se os xrstar you to tho figura opposite 
tis word, Subtotal of 224, and tho figuro opposite tha word, 
Scheolg 420. subtract tho 120 fxom tha ‘224, and you have 104. 
Q Six, WO az@ not denling with tho sama number of echools, 
ital for the Sth period of 1965 that we wore oa tha provious 
calculation of schools in attachmant Vir hera in. Is that ~ 
correct, six? tho words -- = AtCrchmante VIL, whore ~ 
: Word calcnlating tha numbox ef arnual delivery tickets for | 
achsols, wQ wore dealing with a figure of 103 — in 
that instance. ‘Is that not oe sir? | a 
_ WR ee ee oe ve . 


< An ty 


Q Now, oe this setae iinet w2 are not daating with 
all of those s schools, are wa, sir?- og set 


aA Yes, we ero. Tne data on — paga, in attachmnt VI,: 


that wo are referring ae wes also — fzom ASP 
Exhibit 74. . 


‘if Q@ Sir, referring to this iit dine She: dennis of 
q route days thet you havo just referred us to in connacction 
witr Attachmont VI, und¢xy the totel numbez of achcols in 

this section, entitled, Non-Store ‘Customers, you on daaling 


e 
‘es 


‘a 
o. 


: cuctoners, ‘includ ing achools, whi 


| A 
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‘wath only 24° eileainas Is | chine nos correct, six? 


ia nee esallag with =~ ots be ours WO ara co tha Samo: 


PAGO. whe page needcd, Doxivation of ae Days me . 


Q And olives las of Route Doys For Chess of eet 


Qe. Gor ng to ths middloa of the Pp Soe x —— you werd ~ 
rofor Sring -— under tha honding, Wen-Store Customsre , oe 
statcd you woza listing, as x understood it, tho non-stova 

ich you had ahven dy computed? 
Yes. I should havo been a 14¢tie more exact aa my r2ed~ 
dag of tho caption of tho section wa aro on. Tha general 
heeding c2 that section jis Number cf Customers Served by the 
20 Rogul. oy Wholesale Routes, and they serve, in addition to 
theic storas, rastauxants and eoiAcatessans, Jaatitutions, 
fectorics, golf cluns and schools, and “thera ara 24 schools 


ot 
wick you will alao find in agp Eehibit 24... — 


Whon wS multiply 24 scheols. times 2 stops at 


_ W6Ck, we hava 120 ‘steps, and s0",. 120 school steps oa + magule i 


whelcsale routes subtracted from 224 total stops on- . 


xOgular wholesale routs gives us tho numbor of nen-store stops 


on zigulaec wholosala routes. that aigzerenca = 104, and 
you will find that thon back Ln Aéteachmont Vit. 


Q How, cir, going back to this last cheat to which yoa hsve 


woforred in Attactumnt 6, yeu haws «<estunrants and aalicetaseank 


8, with tho ‘extirated stipe yxke wee 6, I tako it thero io, on 


re rege gece x eine : 2629: Ove 
the o"tioxa routen, 8 ncbiieiiee ‘md dos, catossens carved 
3 ang you estdmata @&ch was sorved da the basis of 6 owe 
por wank. that. correct? hee 
A Yas, that Ao typical.” ak Sosy 
Q =s Aaa Tastituttons you See. listed 6 institutions as boing 
cerved by tha O*Hare routes in May of 1965, and you ostinata 


6 stops pee wok for the Anatitueions ~~ Is that correct, siz? 


A «That is sight. © 
‘b . Now, ote. i notice you — 3 factory cafoterias listed 
: and astimated: Steps por week as 5, ‘Where would wo fina the | 
infcrmation that: thaca factory cafeterias WOrQ served cn a | 
5 dsy per weak basis? | a 3 
A Factory cafoterias hes oporets 5 deve yer 
weak, and therofore they recalve ce rvieo 3 days por wesk, 
Q Did you ineke any study ef tho Andivi Aual factories 
involved hero to dsterming whathes or not — operate on 
a5 cz 6 day basis? * 3°). ee oe 
A Since I wasn't oe a) routs In 1965, no, but I have 
ridton routes which esrva fectorics in tha Chicaco aroa, 


Q But you have no Personal knowloage as to those 3 factory 
cafatorias? — : ) a 


A That ia sight, eae ae 
Q- New, in sheieeiati he with the ona golf cleb, you have a 
total of one, and you ostinety tha steps par week tharg as § 


| Gays por week. Do you have pursenal knewloaga as to tha nwobder 
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of days par wack thia natin was sorved? © 
} A Soa. 
Q anki citi is the honke for that? 
A In cne s of ths routs books, tha y gote clud | appara end 
it shows S days per week. i‘ 
@ Now, six, based on this information, you have como up wit i 
a figure of 104 steps por week fox non-stoxre customers other 
then schcols. Is that naeceme: six? ee 
A tee = : 
Q And you havo trensforred that to sheet 2 of this work 
heat buck in Actachment 7. Is that correct? | 
A Yes. : 
Q Then, vhat have you dons widh that, six? 
A 104 stops times 52 weoks equals 5,468 dalivary | 
tickots. How, going to tha nox® line, Other store customers, 
ané I xefer you again to Attachment VI and to the samo shzot 
which is hosdcd, Derivation of Routs Days aad Doliveries Per 
Rowta Day by Class of Caste, O'Eero Kholesala, 5th | 
Poriod 965 “- wa exe now referring to the segquant down 
boley called Othe Stezes, ard tho data for this is taken from 
ASP Exhibit 74. . | oo oe 
Q  .And yau havo mocely multiplied the number of stores 


hero by ths estimated stops por work, which is in each 
6G. ts that right, air? . 


Nereis aaiaagin ied canes 
: * 


it Me 


| 
| 
| 
| 
| 
! 
| 


a ttt tad dime rage 
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i i saenstetteatetetns 
Be 
A FE row aft wp ite figures, eventing with 66 eo 
you gat 696. _..- 7 
Q 


A 


“And thon what hava ; you cas vith that infornatton, oir? 
696 has besn teanszorcud to nheat 2 of 2 that wa have 
been roferring to in Attachment ViI -- that is multioliea by 
52 weoks to got the annual | number of € aasvery tickets at 
ieee ee pak o. : 
Q° Now, sir, going back “a shen’ 2 of your - 
a eeeeienl To 
Q Excaso MBe i ea wae ee eta ra we ee : 
A shest 2 of 2, when you aad up all of tho annual ‘delivery 
tickots foz the 4 segmants share, you have 89,141 and the » 
sstlo of the 4 coupononts to that total shove that ¢he agp 
eee She Sotal umber of tickete: 
sO handled. ace: es seg iS ares eke “ 
Q Bow nave = used that taforeatton, ee On ‘Pago 4 of 


A ‘First, we heve tranoferrad it, an indicated in the . 


text of Ttes 5 on that sheet. Now, we will start the 


coaputations shown down bolow ana aveatually this figure of 30 

parceat will ka worked in there. Computation A shows that — 

now, Bh Sf She @nte dom hore te dam fran tho Soovmsstaxy 

Gath manera above, ro 4m Teen A wo hava the propeitton 
se, > ty as : 


* a 


: 
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AGP salos to Rordon'a chicago Non-Bulk Wholesale, and wo. havo - 
the propextion, of Private Lsbol Paints, 60 mulesplytiag thoea a 
gives us 42. 8 parcont of eho total points. 
Now, a rion B, Wa aay alrndy shown tho ) dorivatton 

ef tha 30 porcont, which is the nuwber of ASP ti.ckots to - 
the total nusber of dckats at O"tlera, and x have 
den onsts’ ated in rtem 4{(a) abevo that only 11/38ths of the 
nur bor of lino itens 380 aihiiaiees of forad wn lablo ~- : 
30 poace: nt tines 11/38the equlas 8.7 porcont of centiom 
costs. In Lino c tho preportion of the elorical cost to the 
pzcporticn of total points is ths proportion of tho averaga 
brench clorical cost por point which is the 8.7 porcent 
divided by 41.8 parcont. That equals 20.8 porcont. 

On line D, I havo mado an assumption, one, basod — 
on Gxpoarioncs, of an allowancs for scasonal factors or vari-- ~ 
ations in ounce charactoristics of 3 to 4 parcant, and 
girca wo axe working with approximations hexe, -I raised it 
to 4.2 pexcent, so that, plus the 20.8 porcont, oquals 25 
porcant. I have detormined, then, that tho proportion of 
Brench Clozical Cost, based upen the lins itoms and delivery 
¢ickots processcd would bo 25 parcont of the Branch Clerical 
1 Cost wena bs devotzd eeents processing those itons. 

g Q whet antounaitlinn wale w8 look to in tho record toe find 


thet Breach Cleri. cal Cont ras o_o related to tha processing 
of these aolivery tlekota? 


aie “Testimony of Robért G: Havemeyer ek 
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box ia entitled Credit Colloctian Exponsa $. e004 timas 75 
Por cant, and ‘thig nein is eats to bea a racult of analys 
of sales tickets. ts that | correct, oir? 
A Yos.. | 


And could you 911 us sir how that ee “ arrived 


A Prom tho bana pareontage wa hows referred to tn the case 

of tho Branch Clorical Expense. 

Q And whore was the $.0004 obtainoa, six? 

On page -= excusa m3 -~ Conni.ssion Exhibit 54B. ° 

Q Referring, sir, to Comission Buhibit 54B, that figura 
agéin is an avorags figure and is not a figure Seveloped from 

: O*Hare Franch Accounting Records. Ia — corzect, sir? 

A That fs right. oo 2 - . 

Q And the 75 percont that you hone ines ~~ that figure 

in this box has boen aczived at through the coms analysis 

of ‘delivery’ tickets which you used in tho provious analysis 

of Sranch Clerical Expanse.. Is that correct, six? 

A ‘thet is’ right. oe a : 

Q Wow, again, six, in — with thoae custonera 

listsd in your work sheat, in which you came up vith this hick 

percent figurd, a substantial nurkox of those custemors ware 

daily cash ~—— customers, WaIe ‘they not, sir? 

A Yes. --. A a. te 

(2° Now, the ee in rape lower ec colum is 


Tea 
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Toe, 


“@ ox, you ‘aes tahaa this amount froin lovelies Exhibit 4}. j 
— feem this shook eatit2od, Contrad Division, Wisconsin Rsgi.on, 


aut shat: £iguxo amped under perme = is a, 135. 32. 
Is that conscct, sir? Ce 


A . "You. . 


Q : How have you used that to  acatve at this 90 porcent 
@otuction? . Se ‘a | 

A a rater you to tha paga Amuattataly bo _ ‘ce 

oxcoxpt, that is CX~42D, andi you will find, at _tho bottom, 

$l, 135. 32 divided by four niligjon points, equals -00028- 

por poirit. | ) 7 : 
And wkers do you obtain the fcur million pointe, six? 

From the data stove that cn the samo page. 
© is that data, six? Could you read it to vs? 

Yes. Thoxe is 3,300,000 points in the Chicago 
Notzopols.tan Region determined by multiplying wholesale reute |!" 
sales of 6, 027,418 hy the poz comntage of ASP sales to . ~ 
whelosale route sales of 55.7 paxrcent,’ on sinilarly, for 
Ensteca Iowa, Contral Illinois Raglon, wa havo wholesale 
‘xovta sules of 42,580,398 ani, aa indicated by tho Borden 
docavicnak, A&P sales wore 28.8 Pporctnt of wholesale route 
8c103. Multiplying thoso 2 Ziguzas sasiogs us 700,000 pointe, 
fox a total of fcur million ee: 


Q Now, sir,* this $1, 135 figure in you have applica to 


Ws four millSou Foints was baie from tho Wisconsin Rogion 


7. 
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ALL right. I can't here. 
Aro the maps available hora An tho roim, six? 
’ JUDGE HINKES 1 Arne you auying, without tho maps, 
"you do not know?’ ae | : : 
RE METHESS: I aa not uure which portion of Il 
falia within the “xin Plant Reskon, and this vogion. 
_ JUDGE HiNKES: ‘Thon, axa you snying you don't know? 
THE WITNESS: Woll, x don" know without looking 
at the mepa, oir. So Cae , 
JUDGE HINKRS: Vary well. I don't think wed ‘itis to 
botox with the maps unless you are — now to —— out 
areas are involved. - “ eg at ae ie : oo. 
MR. MAwuTASs = I just v wanted to find out whether 
the witnoss know. x think the record will ba et clear oa 
tha point as far as tho ‘evidence is’ concerned. ae 


~ 


‘JUDGE BINKES: _ Vory. vans - Bera uae 


By Ir. Mathias: 5: | fe tngbet tema UP a Bg 
°Q How hava you ucod this $. o0028 figura a your couputetions 
ag coansction with tha Gsneral Sales Overhead Calculations? 
Wall, ao shown et the botten of Page 42D, and repeated © 
| on tka typsa Page, this is indicated os ss ane which is 8 


‘what is $.0038, six? 


| . Thet. is the ; rene oot par pot for Chis 5 Sunetign as 
Go 4.0% 
| nenen fecm cx-5an, eS eo — 
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“ngota, 2. do you Seite whothior or noe that to an 


ave cage ‘lgura? | 


<i 


Yoo « 


* 


: So ‘de would not nacosnarily apply oxactly at this lovei 
to the O'Hare Braitch. Is that correct, oix? 
: What do you maan “at this evel”, ~ that oxact anount? 
Py this. amount? : 
“No, that is an avorago for a beoador aroa.: 
“Now, you have arzived at thio 8 porcont eigurd. ‘What 
use aoe you mada of it, sir? . : 
Excuse mo just a minut “3 ‘wont ‘Like ne pre 2 nots.. 
r asked you, now that you hava azrived at “— 3 pescont 
figure, how hava yeu used that? | 


Wa zpproximated by using 10 percont. In Piccyuno, 
you could say we aven had m slight disadvantage fa tho davaloy 
meant of this cost for ‘ASP, but enyway wo approximated ‘that to 
210 percent — mais. a 90 percent reduction inctond of a 92 
! parcont oduetion, and applied that to tha sioess,.- 
| @ z notica right above this, Rasdion Sales Overhead, Attachm 
VII, thare:. is a calculation $2335, aivided by 4,100,000. 
That ecams to differ a Little from the calculation nede on 
the pase 2 pages back — ds msrkod Connection Exhibit 42D? 
That 1s a mletyps... a oe eT 
On the epee shoot, it shoula be 4,000, 0007. ‘s 


Yes. : 


' 
Rt meh tA te meee ree ttm emma es He. - 


7 2637, 748. 
Q@ so that than ts just exenaforcrtng your caloulation up to 
the erpnd P2GD~ To that. correct, ater “eh i ie 

OA Beat Pane OE ; Seti ie os ) 


+ ote ewes to twee 


ow “3 ‘Robert G.. “aveneyer 


- 
ena 


Q So now, me Aes arrives xe carte 90 porcent ‘Hien, the 
offoct of this is that only ‘10 porcant of thin $. 0035 por 
“point Gerexal Salce Overhead uaa bo sppliea to AEP sales. 
Is that corect, sir? 

A ' Right. 


Q =I cea At Ss about 5 minutes of 1:00 o: ‘about 10 to 2:00 


eon 
vad 


‘Tet ra cea just how mach is invo?.ved in this next boxe z. ; 


re 
ee 


Goxn't krow it really will ao us much il to go to ‘it ig at. 
” geing to take any tine at all,’ ac? ‘ 


a 
N 


JUDGE BINKES: Of coureo, X have to depend on 


& & 


yout jucgmont on — matters. i? 7 Ye tt * 323 ie es vt 
By Me. Mathias: ~ 


~ 
yy 


$ 


we 
a 


Q Mayba I kottor go on ” ie, cies ‘becauso I don’t 368 
any Gate in hoaza, and that may create. some problexs. 

Refoarring to the next box in the lowor 1ofe hand 
corner of this flow chart, which is A&P Exhibit 140, thare is a 
2 kox series, tho first of which is entitied, Analysis of | 
Patty Cash Preduct Haste, with @n trrow going into another .. 
box, Other Dalivery Costs, end sidan times 95 percant. , 
Le Bow, to go te that fixst bore, Anelysis of Petty 


Casia Preduco wacte, vharo will wo hema that ~errenne six, 
da RAPX 142? ne 8 ee es ve e 


t . 


7638 — of Robeit 6, “t — : Pe 7749 | 
A sWall, ~ = paeg of $.0020 ecmas from CX-S4, oppositta 
ths ‘caption attire Dolivary Costs, and the box to tho lofe 
of shat, on the flow chart, shoule appropeLatoly havo a Comme 
oz san and sign after the words, patty cash, Analysis of. 

- Petty Cash and Preduct Waste. . 
Q ‘Whero will wo fina a six? c 
A I will aascribe ond analysis to you and rofur you to . 
the dccunmntation for the other, " By the tore ef tho private 
labsl contract, there wore to be ro routs cberns. ‘and ths | 
ei waste Ls 4s tha route roturaa. — 


Q That was ue preduct returns other diem saben and 
Co ee 


proluct spoilego within date. Is that correct, eix? 

A ‘Thad is right. he for ett oo ha peee ne 

0:. Loakers or product spoiling within date would be product 
: wasta, would they not, six? ; 


A ¥Os- and that is a ‘small ction of the route returns, a. 


Miele 


very small portion... a Le a 
— iol. 


Q This is your supposition Is that commect, pixz 


A. Obsorvations, == ie 


Q Have you made ény analysis of tha preduct waste of the 
Bergan Company during tho poricd 1965, May 19652 oe 
A = No, I was not there at that tine and thoir ROTeena NS ” 
nocerds €on't indicate that degzea of gotail. | 


Q Did you —— their naan weste for ~~ dian’ panier 


of seaman rei NE AE ee ee 
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., .¢: [ee 
pre duet waste in othhir dolivery ‘costa. 


Q : How do you know that, air? - 
cA 7 can't wocall the dotell cn “hat, NOW. ; : 
Q What proportion of the .0020 is Seed nintiad by product 
wastoa, cir? _ ee 
I would have to go back and make’ aa enaiysia that. . 
Have you ever mada such an enolyeie, « Bix? . 


My . Bt2tt probably has. 


Se put you do not know uinetine guch an ‘enalysis has besa nade? 
a - 
And A€ deos net appear in RAPX 142? 
‘woll, I nentionead before that preduct waste aso3 aeeee : 
in tho ledges cards which wo havo acen, in RAPX 142, -- 0 * 
Q. . Emount of product waste, iz elias encluded within this 
g, 0020, Othsr Dolivory Cost, has ‘not been analyzed in — 
decunonts in PAPX 142 or related exhibits 143, _ Chong 
is2. Is that correct, six? . ee 
s it is net: in any of this sociation as’ those sienna 
Q ae your answer is, yes, to that thea, there is no such 
“analysis in these oxhibite, sir? 
Es eae ‘At 4s yes, thane is vont: 
'Q Now, siv, vou also List: an Analysis of Petty Cash. | Maare | 
do w3 fina that in RAPX 12, or any ‘othor axhiblta? 
AC In spice of the ledger cards attached for account, i 
i 723-23. “ey ; parol c oo os on 


~ = ee eremee 


SS + Le A coe a atone ae oe ~ 
ene 2 eomemen a satel berittetereetees wn oe oe ee = 


of Robert G. ‘Havemeyer 
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da conn: w-ctida with ansthor section ef your Exhibit aaa, in 


——- Tt eee me eee wn 


Which | WO noted that tharo woxra 3 sided Cash Entries, ons for 
: in the noma of #. Je Parglor for 334. 235 one whi.ch zpptars 
| to ba MncNamexa, potty cash for $550, and ons to Pergler, 

rat ty cash $14.84. Is that correct, siz? 


A xes, aia than there are othor ies oi opposite Pezgler..- 


: Q. Noro of those other entriss ae Pet ty Cash. Is . 


that correct, six? - 

A They don't state en Cash, no. 

Qo Now, =— usa has bean made os thaso Eigures,-six?, 

Whore would we find your analysis ef ‘these figures? 

A ‘Woll, Mr. Porgier tastitioa that these Patty Cash 
disbursements ware not spent on behale of the aAée business. 
“eo Well, sir, ‘acoapting for the momaiit that Mr. Porglar's 

tes eiacay is to that ef Stock, what uss havo you then made of 
thess 3 Zigures which are labelea Petty ssigpace S 

A have mada use of tha fact theré 4s Potty cash } 
Disbursement. I have mada vsa af Mr. Forgler's statenont to 
say that Other Delivery Costs would not bo chérgosble to the | 
A&P business. _ On tho othor hand, recognizing thore right be: 
somo alight amount, and recognizing the point we mentioned — 
bafore there are Serer ny leakors, ox other spoiled - 
merchandise going into a store mae tho ae Compeny would : 
accup® rene taty foc, I did not deduct 106 percen® of 
Other Delivery Costs, hie doancted ae potcoant, ae som 


25 
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nocognt. ton es tha sind aaount of a 
° : Subaccount 50, te at not, olx? 


A _ Yos. te tae ag _* : 


Q Ton‘ it txue that ali of tho pibeconiniin listed undor 
50, looking at tho first page of this account 723-23, I : 
se6. there is an accumulation of theso subaccount. 50 £ figuras 
which appears te ba $2, 024. 18. Is that corract, sir? , 
aA . Yes. Cees oe. . oe Eee ee . 
, Now, how much of that | did you considor as Hx: not - 
applicable to AEP? oo Sane (as 

i, Nons. si ine en Seas ne 

Q = In other words, you dnotuded _— an es ae < 

A All not applicable, oe C8 = ne om i 

Qs Ana yot all of tha ontries undor subaccount 50 — 


only 3 are marked Patty Cash. Is that not correct, nix? 


ves, but with the exception of one, the othors are also 
marked, Pergler.  . . ae : 


A 


en ai come eRe ar eee 
. Fes - is ~ ey 


oe) 


Q They are marked Se but. there ~ no ee ef Potty 


ean excuse m9 <~ going back one moment. 1 sae more than o; 


ites marked with & | subaccount ‘50 that are not morked Forgler. 


Theo are several, at the very lesst. That is = quick glanca, 
but, ia any evant | “ a Oe a hg oe 


. 
2 ke . 
e 


A : Thera is ono for #13 €énd sono conte, 


Q Bue in any event. ~< * excuse a@ 


A thea, is ‘one othor ono for aise 00. x think those aro the 


ae e 
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3 Whethor or not they arg the oaly 2, there: ax only 
3 ine totaling lesa thin $600, which axe 2 maxked epeciti- 
cally Patty Cach. Is that not cocract, oir? 


A‘ Thet is “sight, asawaing your arithmetic is xight. 


@ Now, six, “what information, what evidence do you hava fr 


the recerd, as to the ansunt of potty cash disburseaonts which : 


opRsar in tha figura $. 0020 on Conmiseion Exhibit S42 


A XL can't vecall. 


* 


Q New, sir, taking these 4 blocks at the lovor lett hand 


corzer of your flow chart, which you have calculated the 
Branch Clarical Expansa which nis allege “ not applicabls to 
: ASP, a as baing 75 parcont! of one m3 11 fem por “es -- ia 
that not correct? De ee 

A ¥XOse : 

Q And. the cradit collection expense which you ellege is 
nse applicable to sis private Labou ‘business, which you set 


at 75 percent of 4ooths of a <a unit 7 - oa correct, 
six? . ae 

A "  XYO6. . 

Q And aa genoral sales ovexhoud arene which you 
calculates as 90 parcont, non-applicable to AGP private labal | 
bus Laoas , and thon other delivery costs, which you hava 


calculated as being 95 parcont, nen-appliceble to AaP 


businsss <~- you kaye accumulated those Sigvros, which you hava 


‘ * 
ae re ee Pf aan Oe * 
gue e om: eet meee ee eg’, Ftimebuns PBR Se TS 
Ee Cee OD aoe on fo ae Semen Pee ee rrs passe 
STS i a7 = a A a BOO Fe eg 6 eS. a Oh 


eeatinaty of pebbet 0. Havenerer eg 
Sa pisidete = ‘ — 2643 7757 
this calculation as for ‘as AGP 43 concornod. — Is thnt conroct? 
ani | 3 

JUNGE HINKES: | I chink you ara a 1ittie coalused, — 
Er. Mathies. The 5 percent hbadng attributed may hava included 
@ Iradred ‘percent of Mr. Tarr* s sania a 

THE WITNESS: 10 porcone. - 

JUDGE HINKZS: Ths 10 ‘poreant, I should Shy. 

HR. MATHIAS: Thao is ao ovidoncs of thre. 

JUDSE HINKES: 1 32Y, may have. the Zathithat, $0 
parcont ef a gonorsl gxeuplig that included Mes Tazr’s salary 
was doducted does noe maan that sad one itom had 50 percont. 
89 attri. buted. 


By Mer. Me thiass * 


Q New, Mr. Havomayer, in your calculations, has any 
scogqnition boon givon to the fect: that tho guoater portion 

o¢ *%. Torr’s salary was attributable to serving the AGP 

acceunt? e 

A That is ALePcult to answar with a —_ or ro becszuse it 

is 2 grouping of coste which is a group of a numwbor of 

Ladividval cost itxns, one of which would bo M:. Tari, 

Q@ = But: have you m2zd2 any Spscia. recognition in any of your 

calculations of the amount of ting and ths portion of the _ 


salary of Me. Tare that was — to tho ASP oe 
A Noe 


a. Now, ois, whora 4n this <= in. your calculation of 


e 
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costs -- would wa find che Gémo and selary of Mr. Hllono, 

iis. PBalclay . My. .Gos0 and othor Hasdquaxters Parsenasl who 

spent: a goat acai oz thadx Ame An tho yoars3 1864 through 

1967 at Loast ia negoatfors with AG? over this account? 

A I can't "epoatty exnetly where it 1s but it would bo ono 
oz this group of oxponses. 


Q it would’ appear gomawhoxre on Aveachmsont VII?. 

A - Yos. 

Q “Waa ghexe any special rocegnition taken, any special 

- calculation mado of tha amount of tims Spent by thosoa officia 
‘of tha Borden Company divoctly on thd AcP business during 

. this timo porled? 

A No spacial andlysis of thass individuals but the 

CX-S4B indicates that their salariss and ¢ima ars in this 
aroa, within the oxponses incorporated within this attachmont. 
Q ‘hoy are in there someplace? 

A Yea. 

Q But thoxe has bson no specific analysi3 of how mch 
= “<poie timo and salary was applicablo to the A&P businass 
alon3. Is that coxnect, six? 

A. that $a corroct. : 

Q Six, I belicve we ara et a gcod stopplag off point for. 
tedny, aad I. would rocermond that -- ono mnomont, sir. 


ig. Havamtyor, I do havo one zdditional question in 


this negacd. tT would xafor you to tho ledgar chest, 


is Testinony of, Robert G. Haveneyer ae oo 
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MR. samUtAs : “the cost pore was rejectad, was it - 

THE WLINESS : -Xos, ue not by reason, of the -- 
MR. HATHIAS : put it did deal with the’ classificatio 


at custonors, didn't oxy wena 


THE WEINESS : Which haa pene to do with the 


“timo standards -~- yes. 


MR. MATUTAS : wor — to note this is the wit- 
2.363 's opin? on of the ndings of U. s. v. Borden, but 
oviously, E the clessificaticn of customers is important, as 
the Supzess Court cound in U. S. v. Bordan, we cannot determi 
i: from a summery Gocumont such as this and this, the witness 
simits, in that case, thea Justics Department was provided 
with all of this undarlying data ‘nn were ‘allowed to go 
through tha underlying cost data to scitcitnn just the points 
complal né counse] has mantioned before and raise thelr 
objections which were ultimately accdspted by the court ‘ana 
gz is quite necsssary and we cannot make that type of 
examination in this instance. ° : 

MR. PALLS: I don't accopt kr. Mathias‘s charectariz 

ation of what woight 4a to be givon that aeaketen: The 

ruling there has nothing to do with the validity or -- 

JUDGE HINKES: You axo preparing a niaaorandum 
on this particular docunonts, a:re you not, Mr. valls? 


“MR. FALLS: Yose 
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cc} 
So tais wes the basis for your selection of the O'Hare 


fet is not the only desis. 
I think we have covered this point before. I will try to 
ge avee it again. oo 
O'Hare wag a significant, substantial factor in the total 
wholesale business. Also, O'Hizre had in its wien data which 
os could use ‘4nasuuch as we vanted to avoid wnmasbic a3 much 
as guesibie and relate the cost analysis to the specifics of 
These were to hasic reasons 2i would say, for 
mncluding Otvare. a . | 
But you made no analyeis of the data from the O'Hare 
Bescack as compared to other branches of the Borden Company 
antegnine whether or not the experiences there were typical 
these other branches? | : 
We cectainly made no analysis in this degree ‘of detail. 
ft sovld ba extrencly costly. o ee 
thet analysis did you make, if you recall, ein? 
Yontt that T have bean gcneribing for the past hows? 


: Q Yall, sir, I have asked you if you have nompared the 


| gale: dzte fer the O*Hare Branch with any of the other branches 


(of the Bozlen Comaany for March of 1966... 
Tam not sura of the anuwer to that. 
TF it veynizes an anever, I will nave to check on it. 


Do you keow at this tine whether or not such & compazison 


6 
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} had sdiginally used an 0 tart eanch document dated Hovenber 


196€ and then subsequently reolaced it with a docunent of 
similer neture for May of 65, it appeared on the November '65 
docuacnt thave had been a change “in number of voutes between 
Havch of 1955 and Hovenber of 1965, ‘Do you know exactly when | 
that change in nunber of routes occurved, sir? ns & we 
HR. FALLS: Waich document are you ‘referring to now? 
I thirk the witness should have ‘the, document before hin if he 
is to be asked about it. 
MR. MATHIAS: If the witnces rest, tea ities 
THE EEMESS: E venenber that there was’ a change. 
By. Me. Hatniast ates} : ee leo Re 
‘There 1 was a ‘liitoai sone tine before November of ‘65? 
Mite eras es Ae 
Tid you check to a poner thie change occurred? 
Rid you check to see Sf there nad been any changes in the 
number of ravtsas potveen March cf *65 and May. of "65? 
I don’t recall, Me. Mathias. peo 
To yea know iz Borden was still puis Eagle stores in 
‘lay of 18362 : : | 
T don': lniow now. My aiaff may memenber, . 


Oye eee > 
we 
wee, 


JUDGN. HINKES: aie: ee oxtouletions Anelude” those co 
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Yo, my staff did. . . [om 


: : : e e . | 
And did you dvaft this particular work sheet at which 
2 z20 now looking, sir? a eos 2 
fell, I was certainly part of the drafting of see 


: den’t have the answer to the question on that. An enslysis 


have been made mia _ 
& is not aa : ; re : 
fe is not here now and as I eis I an at a loss'to answer 
your question. i ‘don't know is it was an intermediate work 
sheet thich was weitten om if it was done with a iiniheeees 
| Of-che many details here, this is one I cant answer your 
queution. oe : i 8 
MR. MATHIAS: Your Honor, again we are faced ‘with an 
unde Piving computation that has not been. supplied ‘to complaint 
Woour G23 and that gives us a great deal of difficulty in 
enalysing the gate that een * Relyrse . : ; ae A 
The witness is not even able to testify. as« to whether 
r 3.0% such an anzlysis exists and in what form it exists, sir. 
SUDGE HIN KES: Well, the important thing I Believe 
esis’ on cae cuestion only and that is, Hr. iavernyen.: ean you 
a 7 @tplein and vationalize this breakdown? | 


| NE Yes, 2 can do that. 


| JUDGE HINKES: ALI right. “Tet us how. 


THE YILHESS: By multiplying the quan ity. of ‘teens 


°.: 


6 jon th: billiag suzmeary for the ‘242th F wiod of 1965. ae 
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by He. Mathias: | Lal ; 


Do you know the meaning of the term "Tetra Pac"? 

Yea. It is a parametal shaped containey. ~- *. 

Lo you know the size? In other ‘word ¢ what ie it, a pint, 

think that ‘ie half ‘pant or enaller.. 
' Do you have any “Information in the record which would 

indicate its size, six? oe 7" ere oe re inant 
As: —— there is so much in dn record, t don! ‘: renembor 
wnt would be there on that point. — fees is wis : 
Q..: Bo you know from your own personal kncutedge the’ size 
anc the product involved with this Tetra Pac? 1 

No. © warld have to check that with ny staff, :-=? 

So at this time you cannot give us an answer, sie? 


is vight. eee 


Mew, vig, you stated before that the analysis of": these 


: wookd, insofar as the schools and other non=sto7re | 
Byars) conearnad may have been made by a caleulatée. 
hen you are neferring to a caleulator are you véfexming 
hs. ullevtric hand calculators where the nanber juot"appears, 
for one in which the peper cones out and there isa Speman: 
wacard oF your calculation? ae - a ey, vated 
A-.. ‘Welt, it is an old Friedan, one where the munber‘ gust 


wo 
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(eal). 
line of Column C. 


Jou, Cropping down to the category “other stoves,” I 


eee eee See meN wt 


; 
ee 


eategory the other stores fit ‘in, that 


f20m those various categories starting with 98 cy less up 


cae? 2 ae SNS — Oe eh 
*s * 
oe 


“09 plus pcinte per day, you aseign the eact sere nurter of 


. 


e* @- 
ae 


pot:ts pex case of 21.6. 


: ? eo 
a lee ciantmheetinardiie pananepeannertatl 


Sow wes this figure arrived at, siv? fos 


+ ems = eee Oe 


jnasmuch as we analyzed three routes rathes than 


we felt that there was not sufficient data to be 


a variation of the points per case by size, of.. store. . 


‘Thich three routes did you enalyze, sir? 
Yas it 3-l, 18%, and 1h-W?- : or 


30 the analysis by which you came up with this. figure 


ziso appear on this spread work sheet which is 


me : . 
eT Mllagk c-caplle- anecapee sent ae 
ee a peed ..: ca oe ose a 


‘sia of Attachment 6? 


ra 
ned 


best] 
Y 


“te ohevld. : Be 


z' 


. 
4 


“ywening to that work sheet, where would we find the 


L4 


this ealeulation, sic? me 
points: ~- Oh, I a is this long spread sheet. 
“tel soints and total cases for the two groups > 


inispondent stores, that is those taking Limited service and 


¢hore taking fell semviece. - oe 


aN Ne erate 9 


gut how do you calevlate out this 21.6 figure? 


. 


tah 


oe ve ge ne eens 2 ees 
Hg & 


i take it you are discussing the data in this portion in © 


eee Oe 6 RR Re enn n= SEE SD AREY OMS SS 
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t ean only guess at this tine. I still think that was 
open method . . 
in other words it should have h pom obtained by dividing 
ithe 34,00 figure by 1,852? 
Yes. 
ond then you would have acrived at 22 points per Case _ 
is that correct, sir? . | 
Yes. 
Now, sir -~— : 
HA. it may be hisinnue at the tine we were working with these 


WDOULS booke, unfortunately t guess your staff needed ei! and 


¢ | so: tives they went back and forth and that plus the fact 
acts 


at itrey were difficult to rezd, and I know we had to rework 
bere > IF you ili. Maybe a miet 'e exept in there. . 
: Hf) And nov, siz, according to your computations, according 
‘ H “O Loum work sheet which is the last work sheet in Attachnent 6, 
leack of the stores other than ASP, no matter which of these 
Wasp “gendes thay fall in, that. is 99 wee or 1aga_ per day 
> up eheough 306-plus pointe | per day purchases, each 
ane being epedited vith yurohasing the game product 
[ucts fe that sovrest, six? 
: H 4, Vell, the sana points par cage, 
a , Wali, that ¢eues down to the sane products mise sasteaty, 


23 igoesn? t ft, siv? 
XY don't think 806 
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what would go into the points per case then, six? 
minboew of iteas of the ver Jous ‘<ypes of merchaixiice 
sy, Girided by the nuwber of tes “ case. 
{nzn you would have to consider che nuab<er of, say, half 
“hit want imto a case, the swaber of gaticn cartons 
wart into a Case. 
Yes, hut I can conceive of the saue nustar of = ts per 
s and a ditferent product nist, or T can conceive of ‘the 
ponduct mig <9 eee I can't conveive of the same product 
out I can ciematens o£ the same points per case for 
T aa not exe ir ft nietontt cted mysal 
iliustvate. Gane customer % Kes all gallons or 


« 
1f 


i, sey ol half galioas end 12 of those to a cave, 12 ‘times 2 
oh 
$3 points paw cane. Diffewant. product mix, but 
Te? case. | 
Sip. meuld you expeet that cach and averyore of. 
such ced cvewyane of theve categories would takd 
saben: of points pom esee per avavage delivery day? 
iY tha. unkabe you vemt theough eae trezondous analysis. 
, a"¢ think it would vary very . 
nates. Pow crimple, even when you ieok at, for onanple 3 lcok 
“isc EoeGén label under ACP, it is a. compared to tira 21.6 


private label is 25.0, and cven under the «xtr es of 


1, Another cuatemer takes all quarts, 24 to a case, 2% points 


2 


le, I vould empeet Le to ba different, bet the dxta was not 


Lehcagee of Rohert "aaa meres aS 42 6 5 3: “787% 
quart was added to the. 10. 8431 Lor ‘the Skim milk quart, and . 
| Freie sum is 21. 469, and you will find then the same 
Figure 21. nies in the second ‘eolumn of data for the exiie 
“milk quart and for the butternt1k quart. : 
oo So ‘that you. have used this cane es: etpated average - 
‘points per loaded case in ‘connection with each of ‘these items? 
A ' That is right. 7 
o- : And assuwed that in each case these — were combined — 


| to make a more full case than could be done if they: were 
4 


4g 
’ 


being delivered on their own. 
A Well I would like to change those words. I “a not as~- 
! Sumiag that there would always be a combination of buttermitk | 
| quart saccade and skim milk quart eotieidinave: bat rather 
Ht the fect that these two containers did represent a chance 
| for sombination. 
Store nuxber 22 or 8h which is the first one in the 
list of printouts attached to this may not on every day have 
| combined skim milk quarts and butterailk quarts, but om 
trying to give recognition to the fact that there are these 
two products whore we know that we don'y always fill the case 
and at least those two represent the opportunity to fill or 
| Pawtially £112 a case. 


| 
Z| 
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A Yes. 

Q So that any individual store within ‘herve might not 

order this number of So ae case on a typical day, is 

that ‘eorrect? 

A That is vight. On a particular day any particular 

store which ordered a few quarts of skin milk, it might 
possibly be combined with half gallons of 2 percent or it 
might even be gombined with homogenized paper gallon. 

As you can see on the two percent half gallon line 
there is also opportunity on the average for putting more 
ae Sn those cases. So this is not intended to be — 
precise in the sonse that skim quarts would always be come 
ined with butter milk quarts for each store each day, but. 
rather recomit Zon of the fact that these two products on 
the average filled less than half a case and in one way or 

| another they would either -~ excuse mG. 

In one wey ov the other the case they pertially occupied 
would be filled or partially filled with something else or 
conversely <hey would go into other partially filled cases. 

Q Now, sir, I can only see two other products which 
you appear to have treated the sane way and that appears 
to Le the buttermilk half gallon and the chocolate quart, 

|’ is that corvect, sir? 
a Te. 


Q In this instance again you have assumed that there would 
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be one quare oz chocolate milk added to a: case of half galions, 
is that it, or two quarts of chocolate milk added to a case of | 
half gallons, is Sa ha ee sir? — . 

A Well, first to correct your figure, it would be four 
quarts. 
Q Oh, excuse me. You are right sir. 


A Well again I ask you to consider the word "assume" in 


the wey I have just described Lt. IT am not assuning that 


ere, Serre eres te terse me Ser Tm Be 


you would always combine a quart of chocolate with a half _ Oo; 
of buttermilk. 

Q And now but through adding these two together you have 
come up with ¢ he estimated average points per loaded case 


whieh you have arrived at in the second cclumn for each of 


4 
: 
i 
i 
} 


shee products of 17.6%70, ve “es correct, sir? a 
A Yes. ; 
Ig And in the final column I take it the maximum possible 
points per case listed there is teken directly from the ASP 
Exhi>rit which gives the eaten of units of each of these 
containers contained in a single case, is that correct, sir? 
| Yes. | 
| Q ' Yow, sir, these i, A&P stores that were involved in 
, | your calculztioas heve were located on ‘three separate routes, 
} 1@ that not correct, sir? 
,A Yes. 
| And your average points ordeved per case then basically 


- 


ean ere 
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2656. a rex) A 
Q Fo clarify hae. it is txue, is it sok, that the hale- 
gallon container is one of the most popular —— in the 


whola ‘Line? : 
A. That is right. As I recall, it is-almost 50 percent of 
the total Line. 


Q So that a ¢ eck nunber of — are handled? — 


| a Right. 


He era I think in your earlier testimony, in going through 


the inGorcnéton you bed compiled from the rovte beoks with 
: 


respect to the @eliveries of the 14 stores you studied, you 


a aA NL A Ios Hi: siti lt hd nak Rik acaba Tanne ea A! denial Nts tog Wa RE os 


found nae one instance out of many, many were anc many, many 
ster2s, did you not, when the quanti ty of pale-gation deliveri 
was not exactly divisible by the nwzoer or : units in the case? 
A There may iave besn more than oné, perhaps tWO, but very : 
very few. . : o : 
Q ~ So that the averege cama out almost —_—— to having a 
: full case each «ime? : | 
A vos. | 
@ , Now, the gollon container is much ees ‘popular, is that 
‘|| not ight? a | 
| A ‘That is right. | Bae | 
iQ Se that tha Suettenee of o: the necessity of having cases . 4 
| “vhae are not ec:spletely fall is * mone £xequent occurrence? 
TA «that 4s richt, and oe to doen te reflected in the figures 


of Column A to Mtachmont 5-B) so, accordingly, the loading 
. 


ae * 
* 
ne 
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t Yow, of couvse, I was not at the Woodstock plant at the 


2 ; tine of its stext-up orerations in 1965, so I cannot spoak with 


3-1! ag such specificity on this point as I could on ths case of 


4% loaéirg ané. delivery cost relationship between the two packages. 


Ss But there is a wrefessionally done study which goes through 


6 | various detailed anelyses ana ends up with a relationship of 


approsimately 2 point 4 to 1, and I he ended up with a rela- 
tionship of 2 point 5 to 1. 

Q | So thet this esseutial relationship between the processing 
cost fer gellon ond hnalf-galloa is traceable in lazce part to 
the Zicuces devi loped y Hegskias and Sells through their study? 

“what is right. , 

Q New, tir. Kavemeyer; on the vusis of your expexienca over 
she yeers in mink processing and the study of the milk inévstry 
and 30 on, do yo now have any Opinion as to what reasons or 
what causes micht have keen behind this ratio? in other words, 

‘why, in tha matter of plant opazetions, would one find that the | 
processing of & gelion of paper costs Something over twice as 
much as the procavainy of a half~gallon papex? . 

ee MR. KISHIAS: Your Honor, ft would object to this ques~ 
“ion because it is not clear as to waich cost Mr. Falis is 
refocriag to in his qvestion, the so-called Milwaukee cost or 

i the “focdstock acst. | ; | 

om. PEERS: I am asking hia generally, La processing 


| plants gexwaliy, exe “exe any eaditiona which would explain 


24 


23 + 


658° Testimony Of rere G. Havemeyer 


this kind of a xatio of precessing cost. 
SUCCE i(TuaKES: The witness may ansvere 
(iH WiINSSS: Yes; there can bse several LEasons. One 
to the relative speed of the £illirg obit: There 
is s¢ pacate equip2ant Zilling the gallon containers and filling 


eae Lalf-gallon sontainers. Anaé one is not used for the other. 


T£ the velative tilling speeds are difzerent, this will affect 


_the cost. 


As a uatser of fact, axound the mid sixties, the gal- 


Lox paper container vas relatively new. thez -e were problems 


| with wnat thay called the blanks, the cartons themselves, which 


come £roa dussbhers. fhe £illing equipment for th2 gallon con- 


tainex was relatively slow as compared to the half-gallon con=- 


_cainere 


thaze wexe problems in il ‘Ling aside frou “ © slow- 


ness icself. There were problens -- well, the macaine would 


stop ox paper jem oc Sue: fdenly leakers would @evelop; it 
woukdn'e seal properly. 
So fi:st, at the equipment syeetts fox eevee’ 
ceasons the gaic.on container was -- well, what will I call — 
is -- inefficke:.t, relativoly high oust as compared to the 


nalf-qallen. This was even one of the reascns why the plastis, 


the all~plnastic comtainer vas able to break into markets as tne 


gallon level. whoa gallon paper was just sot as effective or 


as 1£ticlent a packrge. 


Pee ee ee he aeoet Pe a 
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Ia Lack, you can —. 828 the consumer preference nas 
such that, in tha work sheat we haa looked az in Attachnent 2-H, 
thexs: worea't ve7y many of these gallon containers shipped out 
of Woodsteck -~ 189,000 for che fifth period of ‘65 as conpared 
to cver 1,200,009 of the halé-galloa containers -- aad, after 
z11, Borden would only £ill and ship waat the markat requires; 
and, £cr whateveace ‘the reagon, the consimer preference, they 
sust éidn't ship nearly as many gallon containers as halg- 
galicn containers. : 
3 inile there is not enough documentary evidence here 
ho substantiate the fF ‘lowing point, navertheless it is likely, 
in my judgwant, chat the effective util ization of ‘he gallon 
: Cilling Line was not nearly as high as the effect of utiliza- 
tion of the half-galion fil. “ng line. | 

Thoxe is a ratio these o€ more than six *o one, but 
where ware tuo gallon Fillers, according. to tha equipment list, 
a thse hali-salion fillers, so thare is a ratio of thre2 to 
“two, one and a hel€ to cne, on the number of machines but a- 
wate of moxe tian six to one on the aumber of units shipped. 
iy Nt. Pallas ee 
4a I undexste:.d thet point, Mr. Havencyez; in other ‘words, 
_thore ware two ¢ allcn fillers and the cost of operating those 


two gclloa £1ll:rs was spread over 199,258 units: and, with * 


.f xesp.ct to the ialf-gelloa, there were only, threa wechines but: 


‘ the sect of ops:autiag those three’ machines was spread over 


’ 


i en ee ee Meee C8 
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1,214,314? 
MR. MR:2RTAS: Your Honor, chere have been roaferences 
here to a nwaber cf machines. Complaint counsel would appreci- 


1 ate a refezance to that information. 


GHZ ULINESS: Yes. I think A and ? 40, which is the 


preposal to build Woodstock -- 
By Mr. Falls: 
Q Could you Veationes the page there, Mr. flavemeyer? Do you 
have i¢ in f:cont of you? 
A No, I don't. saun dt in front’ cf me 
Cn page 25 of A and PX 40 there is an equipment list for 
the filler, and this is Section 10, which is entitiod “Equipment. 
Detail.” Oa pegs 25, we find that there ace to galion Puce-Pak| 
€illers end there axe three one-half gallon Pure-Pek fillers. 
= NR. MWElHIAS: This was the proposal, six?” 
Paz WISNESS: That is right. 
uR. PMES: 1 think we have finished that: Line of 
estiozing, yous Zonoz. I don't know whether you prefer to 
‘Rave My. Mathias have some recross on that now or later. 
: JUDGE NiTNKES: Mr. Mathias, would you one to have any 
vecrcss at this tine? 
MR. MS“SLAS: It might bs helpful ig I ask a couple of 
ervestions ca this particular point just for clarification and 
a keep it in the vane place in the ak, I an not pxepared te = : 


iweke an entire yoie dire. 


Testimony of Robert G. Havemeyer 


RECROSS~ZAAMINATION . 


By Ex. Machiass 


Q eferring to R - A and P Exhibit 40, this page 25 to which |- 


you hava referzud, and assuming that the progesal as originally 
| Gsaftcedi was put into effecc, can you tell, from looking at this 


propasal, the r:lativa speed of the galion ‘and half-gallon 


2yuro-Pee €i.llexu that exe referved to here, sir? 


A Ne. Koz that is not detailed. 
Q “here ara leo four Cance £illexs listed down here. ‘Bo 
you now what hay. were to be used for, sir, what size units? 
1A TZ saaret coll Freem this, and I am not sure if that is 
indl sated in ch: record. But we do .wow thet we are talking: 
abouts these Pwr-Pak containers for the private lebel. 
Q? You do knew there were some Pure-Pak 7~- 
A Yes. 
+ w=. filers then in the plant as eventually built? 

Yes. : : 

But you co20¢ toll fon this waat the relative speed of 
thos3 eillezs wea, is that correct, 5iz2 
& That is xvichit. | 
2 ow, six, :8 1 gether from your comment» your: ultimate 
vetio ia Yoodsi:.ck: depends, to some degree, on the fact that 
you started out: with a cextain yatio' in Milweukee and bulit 


fren thaty is that cozuact, siz? 


owe reap cece eww ce: OF 


bok BOR eee teen cetee em te Te 
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Q Hou, ao you never from your own personal knowledge, the 
relat aoe exriicioancy of the galion Para-Pak fillers or ths gal- 
lon fillers in ¢h2 Wisvoasin plants as compared to the Woodsto 
plan? 
A No, I don’t xsencember deni I wen ia the Milwaukee plant at 
one tiac, as I indicated previcusiy, but ft don't recall what 
the selativa ef Z.clenoy Was.- 
A2d wee you ever in the Madison plant,. six? - 
Mo. 
S> you woulta't know eaything about their equipment? 
Ns. : 
D> you hev: ayy indicecion ia ths xvecoxd, sir, that the 
* Woodstock plant had any trouble with its filling equipment dur 
ing these’ initial stages” at its operati.cus? 


a Not én the sesord. T was speaking £ron general knowledge 
| before. : 
Sic, rafexrring to the costs in Widwaukes as compared 0 

A3tovk, at tia half€~gallon level the ultimate calculated 
wost in Colum 32 fox Woodstock is quite similar to, that of 
A ii lean’ cea. The "3 is _—e thaa a mil aiffexence, whereas in the 


qaact “anite thexa is approximately three mils aiétezence 


.t petucen your cal. sulated cost at Hoodstock and ‘ent which Baski 


i ana Sells calcuiated for the Wh soniate plants. And - a gallon 
Level, chare is again over thrae mils 2i.fference between the 


‘4ug0 planta. Cen you explain this éifference, six? ‘why is 


Re ee aE ee NE EY a OM TS Re TR SSI eae SWOT SOO WO caveat sm ew ene 
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thexe so mweh: d} #fexence in the gallon and quact units as com 

pared to the hali-gallon unit? ; 


A Wetl, zirst, I thiak your arithmetic. is a little wrong. Tf 


think you gaid bocueon a half-gallon and quart there is a three 
nil siffereice. | 

No; bewweea the sane size units in the tuo areas, between 

quart wait in us ineukes as calculat:ed by Maskins and Sells 


the Wisconsin plants and the qus.‘c.umit that you have 


Thyre is alost three wi 1s difference or a little better 


mils? 
; it ia ove ard a half mils, isn't it? 
Bus between the half~-galloa wits in those two areas, 
4nexze is Less than a mil diffexence, and at the gallon unit 
i level, cheza is better than three mils difzexcace between that 
| which eskine sil S3lis caleulatad in wisconsin and which you 
caleulacod at Yssastoct: fox the gallon unit. 

In other ucrds, tha. ratios between these various products 
seazs to chines somewhat Zxom that calculated by Haskins and 
Solls in Wiscon:in and that which you calculated in Noodstock. 
What footers wonlé accourt for this in your caloulation, six? _ 
Rh Well, first recall that all of those units have an © 
inexeeced cost at Hes stock as compared to Milwaukea. If there 
43 on jnexease ~~ and lat's take a hypothetical figure to make 


e : ® 


ee east eOert so Se tems) tert: + eet oe eS 
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che arithmetic eusy “~~ if there is an inevenss of a iil on the 
“quart packaje, chexe will moxe likely be an inneeane of Ore 
Shan one mil for the half-gallon level on the gellon package.. 
Q Hove, ‘Sinn; you woald expect also an iacrease ox more than 
cue wil in the !half-galion anit, would you not, six, if, in 
fact, your catie goes down when you go from tha quart to the 
_hal£-gatlon? 
‘N° 8 6Yes, if you were using a general avexege, that would be 
trues wit you mey vecall that, for exanple, we cual the 
Fa-Coll-0 Least <gst in some detail; rather than use a gencral 
we vegirg mathot, we aneoratned that more specifically for 
ital snnckaygese 

G Aad this we3 based upon your study o£ the Ex-Call-O lease 
‘cost, is that correct? 

A Part Ls right. 

G I <houyht you said, sir, thnac you hed broken out the 
sxeC21l-0 Liase cost from the other production costs because 
this was tha way it was done by Easkins and Sells in Millwaukes 
tnd that yo. warted to conduct your stuéy along the sane line, 
treating cut the maciine-rental costse 

A - Yese 

@ Woll, then, wasatt there a breek-out in Milwaukee of the 
YineCell-O iszase cost, coo? 


A 


© W3i1L, chen, I don’t sea how that would explains the 


é 
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variations in the ratios between the quart ané half-gallon in 


Wooksicek as compaxed to that xatio in Milwaukes if you are 


ataxting out: with the Nilvaukee unit cost as the basis of your 


calculatioas. 

A Well, notice that, in our Colwan ll, a3 “you ‘trace the vari 
ous Leyenes bacl:, we include the Exe-Col1-0 lease cost. So it 
&oes have an effect on this relationship. a 

Q But. the Milwaukee wit cost included en Ex-Cel1-0 lease 
cost broken cut on a unit basis, teo, did it not, siz? 

A " ‘Shey have gapaxate fro the cont caimas cost, oG ‘they had it 
tox their processing cost as well as we did. Now, the dotails 
of Ciakx study Uove not available to us, 80 I carnot tell you: 
asW whe determined the Bx-feL1-0 Lease cost. 

ide Yas it your opinion, then, sir, that the main difference bd 
the uaiies between the unit costs, betwasen quart, half-gallon, 
ema gaiilon units in your calculetion of Meods tock cost.as com 
paced <o those calcul ated for the Visconsin plants would be 
found in the manner in which you have allocated the’ Bu-Cell-O 
lease cost acrory the varicus product lines? 

A No. EBecaus 23 Ue analyzed the ‘cost in three pieces and we. 


are syoothestzig hexe a bit because the details of the Mil- 


2 | waukes cost analysis ave not available to me, and I was gexeral 


izing ae to why there could be reasons for differences. 
W2ll, this is one reason, then -- the manner in which you 


hava allocated tna Ex-Call-0 lease costs across tho various 


wee we ey wee ene ee ee Soe tnn ee meee gee ete wee tem tt nee 
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wait centainer sizes invo roa here -- ‘Ss that cozrect, sir? 


2A Yes. 


24 & How, ace thora any other differences that you con point 


t might account for a verlatioa in the computed costs | 

hese between Wissoasin and Woodstock? 
A Well, ft have <0 gensralize becausa, as I said, the spe- 
cifics sre 10t available. The menning of the filling Lines is : 
a reeson or possible zoaszon; the amount: of maintenance cost is- 
anotkers reasen. Any costs which are allocated on a space basis 
woulda bs another reason inasmuch as you have got two gallon 
Gitiexs amd thxes half-gallen €illexrs; we don’t know the mannin 

nz Lines end, ee a Upoit management's preference, to 
LLLug satis if treze were troubles in keeping the gallon filler 
goiay continvall; because of probleas such as gecd seals ox if 

WeEe, jans with the never type of equipment on the half 
gallon es ‘nanagement could have said, on tne one hand, 
un, right, we will keep ovr mansing cost low and have a high 
ee tage of ir ‘:aszuption." On. tho other hend, menagenent 
could have said, for whatever reason, "We don't want a high pe 
gentege of inter-rwption on the gallon filler and ge will have 


xeon on the jane so that when trouble occurs we c2a clear i 


Phore are « mmber of seasons why this cost cculd be higher 
ne galloa as compared to the hale~c:allon. 


at you ware not rarsonally aware of the manning probléams3 


< 
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ox tiie nach ine~b::2akdown problems or the leekage problems at 
olthex she Wiscoasin plant or tha Ysodsteck plant, is that 
correct, six? 

a No;. only iz genezal, Exon geueral Seeserer see 


ee 


Q Ana you ax: nat perzonally avare of vhether or 5 aig —- 
Eent had th2se ‘ woblems, sx@a you, sir? . 

A Well, manag snens ia genezal nad these prohicms, as ZX said 
keLores. 

Q But ia hev2 No personal knowledge of any management 


“isn at Weed sto0k? 


No. 


-Q Or at the Wiscoasia plants ? 
aA 


Well, I dié at ona time ac the Wisconsin plant, but I did > 
rot take that into consideration in this because I did not 
vexsciber that well. 

And that. wes at the Milwaukee plant, not the Madison plant?’ 

Yes, althot gh I dea't think the so-called Madison plant: 

; ineLuded in the deskins and Sells production costs. 

New, howevec, Ne. Havemeyor, in your calculations starting 
yaith ¢ha Hilvaws se unit cost and arriving, over at Colunn 11, 
your computation of Wesdstcck unit costs, you have gone through 
sevtain accountic¢ procedures, allocating vaxious costs. 

New, cthex than the pessible difference in allocation of 

 'Ys-Call-O Leese vest, con you explain to us which of your 


otha allocatiois herein wight account specifically for these 


: ne 81.11 
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differences in vvzio between the costs of these thres prod~- - 
vets -- the galilva, halé-galion, and quart -- as Hotienns the 
; MAR thea Woctistock plant as they yeaxe both cal- 
exthibit? 
22d tvo ocher elenents there, one being what we 
ches" and another boing labor cost. 
Q ‘In other words, you axe referring now to Colum 4, the 


nonbLabeoxr cost? 


Column 5. 


A 
*g that is obtaired thaxough multiplying Column 4 by 


orract, six? 


Column 4 by -—- oh, yes; I sea ~- by the point £6755? 
Ye3, sir. 
Nov, those Jiguses in Column 4 wexe the figures taken from 
7a 3 in Respondent A and P Exhibit 65, is that correct, siz? 
That i3 ri¢cht. 
M2. MESSTAS: Your Henoxc, curplaine counsol have no 
voir Hre at tris yoint. 
FUREUSR REDIRECT BEAMCNATION ta 
‘ty. Mare Falls: : 
a Ona further question cn thig subject. Apart ‘from any 
‘axticular plant, My. Hevemayer, do you have aay goneral knowl- 
aace as to the’ xzleiive spesd of half-gallon lines and galion 


Tires in tho mic. sixcies? 


| eww 
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differant subjex ; Matter. a) 

FORTHER RAOIRECE EXAMUNATION 
By Mr. vals: 
Q Mir. Havemeyer, there have been considerable ‘discessions: 
about Chis Bx-Ceil-O machines rental ‘and your method of alliccat=- 


ing’ ite New, thoa, you prepared an altexnate method of alloca- 


= ioa in aus effort st to determine what eff ect that “mig ht have? 


A Yes, I did. 
| WX. FILS: Let me have this mavied. What is the 
| next A ond ? eniioit number? 

TILGE UIIKES: 154. 

MX. PGS: XY would like to have marked as A and P 
ehibit 154 a three-page eccument heeded at the top of the 
first page "Re: Allocation of Bz-Cell~O Machine Rental." 

(The document referred to was maxked ‘Respondent: 

A and ?'s Sahibit 154 for identification.) 
by lic. Falls: 
Q Let me ask sow, Ev. | Ravemeyer, to explain what that 
cocnent shows. 
| MR. M:VZHIAS: Your Honor, before thexe ig any explana 
ehon, Z wonder 2.< complaint counsel could have a fou-minutes 
break to at least look through this exhibit. f think the wit- 
negs has khesn o: faz about an hour anyhow. 

TOHGE ITAKZS: Yes, that. might be advisable; 80 Wa 


. i wild tate a vhove cavess NnCcWe 


JIDGE ATIKES: On the record. - 
By Mr. Falls: 


Q Me. Havemez2r, would you pzoceed, then, to explain what is 


vefleciad ia A ind P Bxnibit 154? 


a Yo3. Ya wrod azother method of allocating the Pure-Pak 


xentel costs, wWiich, as shown in our report, were $10,480.90 


| : 
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: (A short racess was takoa.) : 


iS4? 


In t24i3 work sheat, wa allouated it on the basis of 


: tha month. We allocated this in this work sheet -- is this 


{ che nwiser of priats put up in Pure~-Pake containers, ond that 

| can ta fovuni on tha last skoct in this package of three ghosts, 
and che Gatx fo:7 that comes fxem a long work sheet in Actach- 
ment 3A, towards che back of that section where wo listed all 
ef the items which waxe packaged and shipped by Woodstock. in 
the fitch pairicd of 1965. 

S And, by tavslating che items on the third page of - 
it Asond PX 154, dring sone grouping there just so we don't repeat 


“as long a sheot and multiplying by the number of points cer 


- unit £or each of thoze gxoups, we came out with the point volume 


in the third colwon of this third page, and that totals’ 


é 


“. ££ Srovght ivais Figure aver to tha first page and divided 


‘a8 


ine $10,480.90 Ixy tha 6,309,601 points to get a cost of 


ay ena en ad 
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Goller sign point 901651 per point. I now applied that to ‘sacle 
cf — 11 pri.vaz2-Lanel itexs by maltiplying the cost per point 
ky the number 07 ‘points for oath of tha private-label items, 
end that is shom under the heading "Cost per Unit, Alternate 
Hethcd.® “a | 

ror exmplo, for the aes 3d gallon container, the 
figure of point 206644 is four times the cost of points show 
cn line 3. 2 si>tracted from that the figuros show in the 
sacord colum, healed "Cost per Uait, Original Method,” which 
ficuses will be ound on Attachmoat 2-R in A and P Exhibits 142 
to 152, where tiet figure espears for each of the 11 privete- 
lahel items. Msv, I have the difference in the right-hand 
column. ) | 

So there £3 the difference under the two methode for each 


cf ¢ttosa Ll ite:3. And, es you can sea, in cone cases the 


original methed is slightly higher, in other cases slightly 


lower than this altexnate method. 

Ror I refe~ you ta the secon? page of ths set, where I. 
carried ovt the aritmmetic as itis carried out in the’ final 
cost igoamey of \ and ? Exhibit 142 to 152. It may be .- 


" recalle?, in Attackmcu's 8, that: ona of those work sheets: -- 


i} waste oF ncifically it isa the second shent in Attachnent e ~ 


28 i 


ashews :tze poree.*: of total volume ‘sf ench of those . 
11 private-label iters and, since the final’ Attechnent 8 is 


gapwesocd in tecas of waxgin per points, T woxked with this cn: 


27° 
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2 peint-volume basis, so tha figure in the first column of 

pace 2 of tais 2 end PX 154 is a transfer from the first Pages 
the secord colui1. It is che figure in che first column — 
civiced by the =sppxropriate aucber of itil, and I have multi- 
plicd-the figures in the second column by the peréaiitage ‘of the 
total volums thes each item represents to tha total. 

In othss words, the homogenized gallon is codes 0090031 

maltipiied iby LY? poiat 03 percent equaig, Gollar sign 

ron: 0260032. sone of the figures are of the negative value, 
¢ ose ‘ia brackes3, and some are positive. And I get the. alga~- 
kraisc sxs Of per 11 figures dns the izst column. Ye find that 
the veisnted cou: difference and, in this case, an additional 
cost under this asthod, is dollar sign point 0000992.. 

 $o that shows the small ef{sct of another method of allo- 

cating the ‘?ure~Pak ental costs, although-I don't believe it is 
as cexsxvect a meznod because it is of an averaging nature, and I 
beliove that the method I did originally -- we tried to deter- 
mins the co3te o2 the Pure-Pak leasa for each of the specific 
‘peegects rather chan just average it over soma basis ° t boalie 


ny oviginel method ia a supaxior mathod. 


@ Cara you reinte this additional cost of 0000992 to Attach- 


‘ent. 8 and see now it affects the overall calculation? 
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A Well, on Attachnent 8 it shows that the profit per point 
ts $.01728, and that would not be slightly reduced -- excuse 
ne while I work it: cut. - ae : oe 
SF I subtecct .000099 from the iipeittt-eae point of 

$.01736 I have .017261, and if I divide .01726 by the weighted 
g || avezace price per point of .1635 my answer is now 10.5556 
‘percent; 10.56 nercent .. . 

MR. FALLS: I have no further questions on this 

2 — Honor. 

JUDGE HINKES: Are you offering it in evidence? 

MR. FALLS: Yes. I guess we really should consider 
this along with the other things that have baen offered. It 
doesn't necessavily have to have a ruling on that now. It would 
go in vart with the whole package. : 
JUDGE HINKES: When you say “along with the other,” 
vhat are you peferring to? 

MR. FALLS? 139 through 153, this whole group of 
exhibit relating to the profitability study. 

JUDGE HINKES: Yes, I was going to ask you about that, 
vir. Talis. We wave a number of: exhibits which have been 
identified and have been discussed in that grouping that you 
pone referring to, but then in addition, we have separately 153, 
which was connected sith the original submission. 

MR. FALLS: Right. 

JUDGE MINKES: Now, 15% ard also 65, which yesterday 


you offered in cvidenee and on which I raised sone questions 
: =e 


~y 
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Dip and Crip anc Yogur¢ Cartons," none of which are 
identified us Puve-Pak cartons and which would appear to includ 
the various unit sizes’ which we have been discussing. 

I note, foz instance, that under the sour cream there is a 
halt gallon carton listed under that particula: heading and 


-<¢ that 12 ace contained in a case and down below there are 

other items under the sour eream dip and chip ineluding 
16 and 2ight ounce items. So, those are the three sour” 

ereas items which you have incl:ded under Pure-Pak and yet on 

A6¥ txhibit 78 there is no indication of these cartons as 

Fure-Pak. earcons . 

>. Except the half gallon also appears under the Pure-Pak 

column. 

Q Well, that just has Pure-Pak and has half gallon units 


listcd unde it, but under sour cream dip and chip and yogurt 


cartons, none of those are identificd as Pure~Pak; is that nut 


‘orrect, sic? 


x 


A’: That is right, Me ee a 


Q@. Ani thay do have a separate'column for those itens; is that 


not comect, sir? es pe caharans eee 


A Yes. 


ER. MATHIAS: One moment, sir. There are a couple 


of other clarifying questions I would like to ask at this point. 


Ry Me. Mathias: «= Z ee 


Q You have dicoussad the EX-CELL-0 rentals. At this time bac 


se were tw “ 
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in the mid-1960's, isn't it true that ‘the EX-CELL~9 rentals 
were based upon a base machine rental plus a royalty per unit? 
A Yes. | : 

Q New, isn't it also cue that that nachine rental varied 
as to the pape and model of the enctitnet 

A It varied with model and I gudss-it varied with nodel rum 2s 
and I was trying to recall if all model numbers op if all ~ 
speeds were. ide:tified by aifferent model namber's, because 
you aouvld scneti nes modify a model to increase its speed or 
sonezirnes you cculd turn it slower. But in zencral rentals 
varied by redels. 

Q. ALL vight. Now, the mechine rental also varied as to the 
size of the coni:ainer used, did it not, sir? © 


A Yes. 


o of? *ee7 T4 


S sabes flow, the rcntal also varied on the basis of the age of 
‘the machine, did it not, sir? - : ne 

A T'know what the words mean but -<- .-’ 

Q Well, sir, after a period of time wasn 't the rental on 


the machines rediced to ZALO y approxinately five years:.or 
‘Kk The base rental was reduced.. 


Q  ‘Theve vas some change in the rental?> 


A There was some change, yes. I don't think tha production 


“Penta 


1 vas reduced. oe nae 
Q Tiere was core change in the rental as the machine aged? 


a 
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A Yes, sir. | 


Hew, sir, when you were referring to the production rental, 


production royaity rate? 
‘No, beth. | 
There is both 2 production rental and peeduction royalty? 
Yes. I would prefer base rental and production rental, 


put I think we cre talking about the same thing. 


Q Now, the bese rental was so much per month, was it not, 


sir? 
Yes. +h 
Ard trat is the one that was reduced as the machine aged? 
Yes. It didn't reduce gradually. I think it stayed at 
“he same level for a period of years and «hen was reduced. 
Then was edolLished? 
tees 
Now, the production rental was on an annual basis, ‘ih it 
6iv? 
Ho, I think it wes computed monthly 
Ace you suce as to whether cr? not this is the case, sir? 
Well, thee: might be variations from that but as I recall 
it was monthly co it might be quarterly but ~-"no, I. chink fi 


St wis wonthly. 


Q Bui? you avs rot sare. It may have been on a quarterly 


ov an fferant basis? ‘ 


oP wee meee SL Ee A Se Se ASN Sr mteatetnenneeeennmannars 
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-Agparinent. The ooet avecolated, with it would be it wouid be . 
custanary te allocate the cost on the basis of that account. 
 ] Now, turning to a docwnent that appears in Attachnent V< 
IM. He. PUTAS: * at page is that, Mr. ‘Falls? x: 
can't hear you. Dee ; 
MR. POU8i T eakd in Attachment 9. © iavenct 
identified the page yet. ve 
By Me. Palle. be pu os > 
Q° «Bo you resell the caloulations reflected in the sheet 
headced "Reston £ eae OH,” 2" which stands for overhead , ‘you 
testificl that: you had used a Stnene of $1,185-and-scne-cents. 
‘which has obtained frem a Ree > is the third sheet 
“folijowing the cone entit tled "“Regien Sales Overhead," uhich _ 
is e@irxcitled "Central Divibion-Wisconein Region," and that 
“as a figure which you identified as being associated with the 
‘Selling exp enses attributable to that ‘Private label program . 
‘eovered by that. accounting record, and in your testimony you 


referred to this figure, this merthcataa cost, I think, as 
“being fixed rv ther then variable, i Sige ee 


What ata yeu mean by the use’ of the words "fixed" and 


"“Waniable" in that connection? 
ci Fixed | means chat en expense ould not increase ef 
Diwsine’ seciias cdonately with volune cf sales. So, ti other 


“weeds , Lf would cupect that ean amount ef MONY, cay, fa198 


* 
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which I te: as fixed chat is whether we sell a lot or little 
_4n general terms, I would expeut to ineupe that exount of money | 
That ic the nature of f ined. : 7 } 
Q : Now, wes there any other record that you had available 
to you uhich broke dow this general overhead and selling 
expense between private label itens and eden label itens? 

A _ No, we did not. 7 

Q Now, let ‘a divect your attention to A&P Exhibit 183 
‘Which is tine sandard neterial from Case and Conpany's files. 
A Yas, dhe : a | : 
Q = Axd aferrng “co page 1 of Appendix B in that dcoument -- 
' by the way, befcwvea I ask this next question, maybe this would 
be an appropriate time to substitute the corrected or 
supplenented A&P Exhibit 153. You vecall that question came 
ap and we agrecd to do so... Be. a 


JUDGE MUNKES : Very well. I guess we "oan ‘Jase 


' pithdvaw the other one and mark this. 


{The noxseected copy of Respondent ASP pentbis 153 
was subctituted for the original document.) 
By’ i. Pals: | 


“Q Referping «hen to pages 1 and 2 of Appensix B of A&P 


Exhibit 153, do you reeall there was some questioning about the 
Fiest nine itecs of tina elenents listed there, and’ I think 


you teutified hat you did. not aaspente those iteas to parti- 


“ Quiles customers? 


ee ee ee ee ee © ome somes 
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By Me. Fallss ; ¢ ee os 
Q Mr. Havencyer, you testified that for various purposes 
in connection with your study you used data from O'Eare, and © 
I think there ws some questioning as to whether you vegard “« 
as belng vopresentative or why you.used that. 

How did O'Kare compare with the other branches in size? 
A Well : O'Hare was the Lavgest beanch I believe by far 
of the branches serving wholesale points. 

Hey I see AGP Exhibit, I think it is 78% or 18. No, 
75 of 78. 

(Tocunent banded to witness.) 

MR. FOLEY: Here is 76 ana 77. 


THE WETNESS: IF you look at RAP Exhibit 78 -~- do 


ee 


you hare it, Mp. Mathias? 
MR. MATHIAS: ‘Yes, t do. 


THE WETNESS: And starting with the fifth period of 


'SS, that is the first report on which 0 Hare appears, it 
does not appear on the third pericd of '65 starting with the. — 


ee tr AE te el lt en a 


Fifth period, O'Kare's strictly wholesale points as indicated 
in the first column is 1,878,008, which is larger, which is 
abow;s twice as large as the next nearest size wholesale branch, 
igi iad Holland Read, which is 957,000. 
_- Whea ve go to the Ith poriocd of 65, O'dare has a 
1,963 p90 vanes end next nearast cone as far as wholesale 
48 concornéa is Folland Rood with 940,000 points, again, x 


2 eg i ‘ 
at 
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two 20 one, due when we go to the achiva period of 66, O'Hare 


hao’: got 1; £20, 0C0 and the next. largest in size on strictly 
- wholése ale points is Holland Road with o74 5 900 pointa, 


nas 
Sa, O'Haze was sold twice as many strié’ tly wholesale peda 


as any other besneh an the metropol Lian pegion ‘and | aleo were 


= “Wo, o: 


“about theee tincs as much as Rammer Beaach egional viholesale 
‘poutes. ° 


By te. Falls: ; j : es es . 


q jeain turning | to a areeersit subject paekee. there was 


‘sone questioning : in connect ion with A&P Exhibic 153 again on 


descn phon : 
page 8 of 2ppeniix B on the fact that the industry of the “ite 


- 


custones scrviee element ineludes poeraaine customers with ice. | 


istr, when you conducted tha tine studies that you told 
us anout in 1987 er "53 which eee the standards that 
had beea ‘previox. siy developed, were the cus tomers on ‘the TORESS, MM 


or Swat pe 


you ptudied being provided with ise by ‘the dairy company? — 
“ ‘ 


i 
a 


-Y can't reeall any gotting dee at that time. . ae 
[3 WR. FALLS: You Honor, I think we had sgeced to 
ay tout 1 totay, and this night be a gond ee pomnhs 
if at is all vight with ‘you. en Te, 


~* 


JUDGE HINKES: Did yo you have any questions at this 


eine on the eubiset watters that have beon raised, Me Mathias? 


MR. MATEIAS: Nothing that can't hold over ‘dnt 
‘RaNt week. af * 
JUDGE HINKES: Vory well. If that is the case, then 
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Ce ee 
New, you te tified, end I think that exhibit shows, that 

» fhe eeertins peat iu vour ealeulation of srecesstiag cost in 
3 | that Gr nibit Was cersein Milwaukee costs waich ave identified - 

“| chore. es Milwaulese wait cost, soxetimes referred to 28 the 
Sit keckéas and Sell: anit cost, is that right? 
6 Ps Yes. 
7 


way “aia you u3e te 03e as as varting point in the processing=- 


$e cee om ween: 


SP oer it ase =e 
o 


Ie was a lige douie by a professional fizn, using, as far 


ast wea could nel? .. & prosadure which is superier to the génoral 


sn copegmmees 


a 
3 


=5 Gey g of Ge: "3, ani it was also a sovrce of cost by product,| 


as 


ny 


item. 


| 
le 


a] 


Now, was thoure any other souxce from which you uowid deter= 


aaaena ie memo 


a cost per 2.cem Por product? 


mee ce teem cena: 
eee 


ace im ovr :2demenut, no, Six. 

I, 30 you thint: it would be appropriate to vse the unit cost. 

! est O27 in Ck-S47 

, Rta 

‘Sx not? 

‘toll, as wo Leche at Mr. Malone's data, we noticed scma 
I wold refar you to CX-S4-B x2€ to the lines cap- 

"“Pralter “..adim "3 tack lozdieg; delivery ecet, man; and 

be ne 

ub, as you Leok ae this eztibit, you wiil ne tice thet, 


: : oe 
or i Stca can:3 fou Bae he: wig o- "Exailer loadia¢; truck loading; 


al 
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and éelivery, Ma:t3 anc d2livery, truck" ~- ‘chat shay are dcter- 
mined o2 a poin: basis; that is, che half-callon cost is half 
of che gallon cost r ani che quart ecst is half the half-gallon . 
oat: | : 7 | 
But, mor iswortantly, waen we. leok at the next-to-last 


coluzn en the right, waich is howegéntnns gallons ‘in glass as 


|| compared to the sromogenizod gallon in paper, which is the first 


| 


j 
aeseriptica et our analysis, we do not belisve that ‘éetermining 


colvma cn the ist, you find that the costs on those lines are . 


identical Baths as has been indicated many tines throughout my 


: | this cost on an iveraga point basis is rigkt, because, in Zact, 


; i" there are more containars of its lors in paper in a case then 


I. there are contaiwexss of glass; and gad those costs to be ——, 
i 


54-B, is, in ovr sudencat, not rigi:t. 


nva the general impressicn thet there was exten- 


ee ins 


sive BvD BEng: ing iii Mr. Malene's work; and, as f te:ieve I have 
irdicatea severt. tines, to the extent possible and practical, 
1c believe that ‘he cost3 should be identified by. specific 


and paci:nge size and type. 


"3 


. 
dy . 
oe ere en tos emcees = seem emmeete = 
a ae en 
2 


that Mr. secsanlioas “analysis faileé to taxe «ccount of 


eo) 


differe::s323 in te costs of. handling cxeducts which you 


should 2 caken into account? 


wa erer. we tere 
Seeertes eT eS - ORS At 
. 
bs 


Hd 


That is rigut. 
i¢ s+ tweniny to another subject natter, you have indicated 


thot you chose iliy of 7.955 as 2 pericd for study = @ 
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12 -- in your analysis. Why did you pick that particvlar 
peried? : oe ae ! 

A Hell, there wore chrae reasons; first, as I hava indicated 
‘heafore, Mey is 2 reprensatative month in the bite indusesi; 
 papresentative tf year~round sitbetey: Secondly. it does at 
lezst place us i2 the cine Situ of the bids; that is, the bids 
waxe submitted wv cLor es September 21, with the last one sub-— 
mitted on Septe:: sar 22, so herve wa exe referring to cost data 
chat ae evailébla to cha Borden Corpany at the tine the bids 


use prapared. 


anc, thirily, wa nave the impression that Mr. Malone, 


CORR ae Ate tC POLES LLCS ATID 


| 
i 
| 
| 
: 
| 
| 
; 


therm ne had to :2ke seferences or explain éifferences in costs, |. 


2 eer em ts epee oe 
[te DCTS NO 


that he would u72 May a3 a month for making t:hosa exolanationse 
a¢ Nav, having chocen May 1965 as a study period. why. aia you 


sometimes use dir:a fron Maxch of 1965 or Mexch 19667 


omens mee ae? 
nw 
- 


ne eee me eter = 
. 
pots 


en 


Because uniirtmately there was absence of dat:a or records 
Sor Eay 2965. ‘73 woull, of course, have prefezred to have 
im:egrateé. data, if yos will, from the seme menth eo that the 


ackivities. being measused would correspord to the cost Gata tha 


a ntharte quot 


a eet 3 evellebie. 
Vo may etal tat we heve nct only wed data directly | 


ee 


a 


fet! 
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ta 12) deta, unt the muabers you sce On the peye in tucat of 
; of tt. 72589 dese. 


> 


Save a Copy of this plotiidag you mam in 1957 oF 


-:at wes picted on ‘the sane orisha or charts 
Pract: vere used + aly the 1949 czta ani, e3 < doseriked 
, is vot svcd4enad. 
“ag to Abcachwerte € and going to tke tvo b2ges 
sndavéa applied to estimnted serving 
LIVL2® epatestugs,® is the ; * page of 
Sised time por etep, Lf wo cme 
vise and no ceZlecticns 20 stops. 
o2 S point 22 minutes cf fined tiza par 


. wustemars, is chac corrects, six? 


? 
; » 
Tomremc ee neces tom aeenn a 


Taenmntnnes Sen anree Me 
4 tee 
% ‘ 


2 with sone of sho guas:iozing _ lest | 


iz. Valls asked yeu concerming youwe work fox 
3 agsucias and some of your eshar vork ia son- 


° 


isantien wits th. Ga: Gusity, aud you indLentcd chet similar 


eens een commas © 


son mene ee 


t vl bee dovezoped iz other ancas. One of Sz2ose 
rey mentde: id wis Waw dereey. 
Manat: ic true that, ia the Naw Jorscey ecules 
ivory sonditiens, chat you hed cateulated a 
‘una ven step of 10 ainutcs pez CUSTCEEE? 


sig ‘tats fore this testimcay, 80 7 Gero 
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mawer your quccticen. If you will show it to me, Y will coa- 

Pater it o¢ Caarczs it, put if chat is in ows report and that is 
( WAS you are «c13ing, chon. I an sure that is waat ue put ia as 

a sicreard. 

+] So thou you. Gid ust review each of chaaa studies, then, in 


eonmeetion with : ering te. Palis' questioas oa ?riday, is 


| figuwe in ench 22 the studies but, since I dixectei the studies 
'£ hucw vhat we cid. ) 
2. Ece in thet 10 ninvtes, €on’t vou find some Giving +120? 
tonntt Ge sa cas and this covwld account for tho aiztgerenca? 
ire FitiS: Ar. Mathias, Z think if yoa ara coing to 


ast the witness ckouts 2 particular document, you really ougnat 


“he wiiress sae it co he can understand what "’G are 


abe 


ew 8 OS ge Se Be TENE SOS my COST OR SSS SO 
‘e 


SUL AINRZS: The questioa thus far is whothar cz 
‘“Hohithese vas ench a study made. If there i3 any further ques- 


-tiongec, then, .£ ecarze, tha witeens skhovid ba allowed to sce 


Py wee 


Se eee EES +o Sore 


‘ater 


P 


pres 


s.seieg, Cistiributing, and s.lling wiik chzevgn 


veey, Ducevier 1665, Cass and Cempany, L£NCe» 


2 
ee aed 
pes rs 
o 
Y 


Milch Evem.., isis Souk, New Fors." 


a . 
rere secre a a 
98g EG OS and oe ok Mme S 
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(The Cocument referred to wes marked Corzission's 
fthibit 227 for iéenti fication.) 
: UR. FlidsS: Mey I ss3 that, pleese? 
(A dczcment was handed to it. Pails.) 
Ry Fer. Mathias: 
t you. the paze I have mari-ead as Cozsissicoa ~ 
297 for identification. 


JODSE HIDSSS: Nev, what was your question, Er. 


ER. EREETIAS: Wovid the voporter read it back. 
A 


(the xscord ves road by the reporcss &3 zaquestes.) 


Sy ibe. Mathias: 


{ 
} 
} 


r? Zi will pac the qussticn again. You did allecata; in this 


J 


paxscicuias stuéz, 10 rirutes fox fisred timc for dxvop~-deliv2ry 


comer per SUtDs 6id vou not, 5iz? 


—_ 


ores ee 
a eS nee 


carcain that one of tae seasons for tre 


Freee eas 
:= 
tree 


tha principal reasons for cae aigteronce ! 


helyoci Ghat UG sinetes and the five minutes in 22-242 to 152 


noe cement on 


+ 


ig diiving tine inacaush aS back in <7 1965, is this <= we were 


ee ee 


49 ce. Aotomnisa tha distance travoled, stops por router and 


Q Gua you Aactormiac that from looking ac that docunent, chat 


Oe a arc ce ae om er NN 


cence ome ac mere as ements 


‘ivivinge time ie inelud:d in that 10 minutes, six? 


a I A AOS “ 
poupieeenrne ert 


R Ec, yeu oc: Catoumine it g:6:1 this, bas I é> mew this 


° ee 
45 ci wraate oF ire acrtiors stady whica vas thio oxigincl ard 


OE eT 2 I 
Sates aE te Oe OS 
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very lexge stucy Gere tex New JSrsey. 
Q Gir, I am sot Scmiliar with tho original stzdy. nen was 


tho oxiyjinel 3%: fy Eor2, six? 
a tt was sterted in ‘62 and, as I recall, it was submitted 

| in Hacch of "GE or thereabouts. I a positive that there was 
Ariv.ac tice ir. that finea tira. 

12 ete yeu exscot tell from this particuiar docuzeat? 

i A You centt sell from this document. 

: @ A12 ‘nt, six, returning to the variable time on that - 


Saas poeya, tha varlzoi2 time allewaness mid on that particclar 
! pags, iun'’ it ixue, six, that, for limited service, the vari- 
| able tine rer ere allccated in that particular study is 
ee aC rts azouvt a helf-ninute per case? : 
i A Trat is raicht. 
- 92 aad-- 
BR. F> iS: “hat was that? 


Re cA PBIASS A naif-ninute per case. 
tie, Hathiess 
and in yor: se-colled éclivaxry tine steadazdas in Attach- 
‘ maaz S of 142 you Gexive fen the Sovunan stuiy, you have core 


>a with a L point O$3 3rinutes per cuse yaxisble cine, is tiat 


Siuat fa cic hte 
You, the cxiving tin3 world have nothing to €>9 with variq | 


ebla t20 gor tise, xd it, six? 
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JUDGE ZINKZS: Is that on the Limit2sd sexvice you are 
Spe ing new? : 

MR. tLEBIAS: Yes, sir; I have apoxen of che tim2 he 
mas allocate’ E:2 ths limited service on the {ime scandards eet 
‘ out in R- A ani P Exhibit 142. 

30DCE SINRES: 7 mean, with respect to 237, is chat 

also linited se:z7ice? 

MR. HREBIAS: Yes, sir. Shat is referxei to 2s *drop 

delivery." ; 
i Sy tire Mathias: 
9 dust what 12r3 sh2 cixcunstences under azop dalivery 2s 


aupicined in th> New Savsoy study, siz? Wes tha> dropping it 


Shey were skin to Limited sorvics ~~ fT would say: G@veon 


‘ 


in che presente oLccars tances? 


Wow, foe tis New Jezscy steady, as indicated in 
tutes iher2 and cade time o SOEVACLOAS « 


fou pexssonnlly sole the routed? 


ere rte 
Ease oer ae bare 8° 


. a 
Es you "$l ABLE SE “SO sess to be i328 < auuxate, is 


ee enna Se ne aaa re en OS SS 
ST geemeren en mee 2 a wT 


naman 


~ 


meee 
hee ene 


face and Ccvpary rods the coutes? | 
alld 
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: — gee i 689. 
fi; HINKSS very well. 
tou nay ct ony tite Falls. : : 
FURTHER TEDINECT EXAMINATION - 

py “x. Faller a ae 
ee Mow, Mr. Havensyaz, in addition to the other studies’ 
end invesitige::.aas thas you have already testificd about, 
éid yoa undertike a study of Borden's costs serving each 
of the Bowden s:ustcemers identified in ‘CX 183, the O'Hare 
oats allegedly iniu:-ed customerse — : 
oe es : 
Q ind Aid 5.4 nies mmalvze the costs, Borden's vosts of 
serving the Av and-P stares on the O'Hare branch for the 
purgese o2 malng silanes wien between these costs and the 
cost cf sarvin,s the <«Liegedly dntured custcmer? 
A Yes. 7 | 


and to wint tims voriod did that study relate? 

Hareh of 1.966. 

nnd have :3u prapared a series wis! “— ‘Lnstrating 
tha vesults of that study? — 
& Yes, I bide 

MK. HAULS “t would Like to have marked as 

neara-P Brhibt*: 155 a ‘so~page document oatiticd, “Dosum its 
Used Dy Case ity’ Cum:ary in conparing Borden's ccst of 


cervicing the .mieesnt-P custoners identified on ths 


O' vase branch. CX 1.3 with Borden's costs of reliving some 
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gtores on che O°*3are branch." 


(The Aocume:t xeferzea to vas marked Kespendent 


Aj-and-P's wishibit: 155 for faontification) 


By Mr. Falls: 


- 


1 © Let ms eeu you, iit. Havemeyar, whether A-and-P Exhibit 


155 is in Zact a listing cf the ungerlying docunents which 


you used dia maicag the atudy which you have just xeferred to? 


A Yes, it is. ( . . 
MR. PALES: I would like marked as A-and~P exhibit : 
156 the sheet entitied, "Summary of Differences in Marketing 
Copts end Diffc:rence in Prices Borden O*Hare Branch, March, 
Lwand=P w+ivate Label vs. Customer nordesn Label .* 
(The iscument zeferred to was inition Respondent 
A-and~-P’s “giibit 156 ror identification) 
and at the seme time let ne mark as 
Leanad-P Exhibi: No. 157 a sheet entitled “Summary of 
farcnees in Jasket:.nj Costs and biffercnce in prices 
Rovéies, O'Hare ‘3.7ancns, wacch, 1966, —reand=2 Total V3 Customer 
-Cex babel.* : , 
(The Jocwmaent seferred to was merked nespordent 
neand~P's txhibie 157 for identification) 
By Fr. Paells: : : 
Hive Haversyet, Lot me ask you to direct your aztentioca 
%0 AewzdeP sue! ‘sit 155, and A~eni-? Exhibit 157, and ack you : 


wore those pe, 753d by yu or under your supervision? 


Testimony of Robert -G, Havemeyer 


2691 


Yess thoy Wer. -— 

voule you. explain what they show? 

They exo che as measured in dollers ana ceats, and 
tine shoul ks a doller sign at the head of each column, the 
Lecce rmination in favsx of the A-and-P custouer a3 the 
allegi: aly injursd cuctcmer as conpared to A-and-P -~ I an 

. soesy, 2 said thet wrong —= Gisorinination in favor of the 
povden allegeadiy injucea customer as compared to A-and-P. 

Hora, epecificaily, it represents two differences, that is 
di:ferances in prices, net prices of the iwo customers, and 
disiverences in the zseste of serving then. 

SUDGE 3s 28s Gh2et is per what unit of sale? 

GHB KETNESS: er point. Ve 
By My. Paliss 
Q would we fair to vay that oer this repre sents is 
wins CLfEerence in prise between them and then saberact from 
ucts the aiffevonce i: cost ‘end in ‘each ‘Snetence th2 cost , 
ditferenece wou? be ¢ ceatey the cost difference was grezter 
iluni the price Jifforence. : : 

a YaSe . | 

ae u Paw would yeu explain tha difference bstvwean A-and-P 
sodas 8% 156 ani! A-aac~F mebibit 157? 

a Yos. I siggess skat you unders core two subtitles. Oa 
aew.GeP "256 unt tuyeeor? 2¢ the left-hand side neas the top 


Whe Eco? Prive:2 bas » xd on heund-PX 157, pera ut 
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the words "A-erd-P Tet2l". 
ia the fiiot cace it is a comparicon of just the 
private lebel sales to A-ard-?, and in the second case it is 
cf all preduct:, incluéing the — den label products sold to 
A-ar.d-?-. 
Q In esch cose @ cosiparicon was nede against all products 
purchased by the customers from Borden, is that right? 
A X@S~- . " | 
JUDC!: EINKES: Let me understand, Mic. Eevemeyer. 
Taking, fer exemple, 156, the A-and-P private leksl an 
esararisors, czd picking out at random let's say Bill's 
Masset azourd the midéle of the page. 

THE L.TINESS: Yes, sir. 

“ gupes EIMERES: And taking as I unjerstead it now 
aiffererces chet Bilis Market oak sozething like BY 
nex gakicn lese than A-end-P vas paying? : 

(BE OSINESSs: Oh, TOe sir. Bach figure, let’ s just 
tac 136. Bac’. ficare on 156 shows a differeace of 
6l2%erences. “het is, there 40 first “ difference in cost in 
ganrig Aeana-7 as compared to Bill's Market, end cnece iga 


wriet bstween A-cra-P and Bili’s Market. And 


612 Eigure of .026795 4g the diffexance batwosn these tt 
ax 


F2evanceBe 
mM. UTILEs Maybs v3 can ilinst:rate it, 
Me. Ecvesgyer. Let's cust take the tep cue on f-snai-? 156, 


Teed 


ae nr Bem 
—~s 


*, 
. . - 
SES Ss ESE SOLE 


— — 


* 
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MR. ALLS: And as A-and-P Exhibit No, 161, a 
ghert titled, ’Paysical Distrivuticn Costs". 
(the doowsant referred to was marked Respondent 
eand--P's Pxhibit 161 fer identification) ‘ 
FURTHER MELTRUCT EXAMINATION (Resumed) 
by Mr. Falls: : 
0 Surning to A-and-? Exhibit 158, is that a document 


prepared by yo. or under your supervision? 


A Yes, ‘it WilBe 


Q ‘lould you axplain what that shows, and I note that wo 
go * ra a larg: blow-up of that one on the easel. 


FR. MAUHTAS: Exevuse me, Mr. Falls, would you 


ep2ak a little loude:, please? Was that 15& you referred to? 


UR. FALLS: Yes. : 

TEE WITNESS: Tiis chart shows in a flow chart form 
the ssnner in nich ke arrived at conclusicns. regarding the 
question of di:.cximinaiion or justification in tke case of the 
allcgedly dise:inirated customars, and I draw your attention 
to “he vezy oc; ter of the chart which ‘iia that the 
convlusion eos: arises: vas based upon a comparison of 
é2%fevences, tiat is, « difference in the discount por point 
butuzen Awand~: end the particular allegedly injured 


aiskerer under consicoration, and a diffezence in marketing 


‘ caus fer point between the came two custoners. 


Iz can be seen in the upper left-hand Sox for the * “ . 


de “20 


2 os ad Cal 
s © ba | c*2) 
es eee eee eae CPO ance Os OE T Oe N r e ae eee 
tte E 
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costs tat mar: nisating cost includes truck loading, physical 7 


> 


delivery, bran2a | glerical, product: wastes, branch. selling 


GS 


i |-- tne alle; yedly injured customer where they are talking: about 


expenses, Eorde.a label. advertising, Borden label merchandising 
and cverhesi. And this wes determined for each of ‘the. 
allegodly ue cus comers and eiveiaaus as a cost per point. 


che sane cudediachion was performed for delivery to 


functi ons starving witth Lcuck loading and going through to 


4 

ad 

6 

7 

g || frand=P stores and expressed as & cost ‘per point for the game. 
| cried: Thess two costs expressed as a unit cost per point 


wsre subtractel| one fron the other to get the difference in 


Wi 

12 marketing cost, end bla soon information on CX 183 and from - 
13 price tists and so forth we oe the di ¢ference in the 
14 di ccount pez point between the same two Supcomers and, as 


‘5 I cuid before, ze —— compared the di ffex ence in discount 
iweinst the dicterence in cost, such that iz the aifference 
n Giseount was less than the difference in the marketing cost, 
tien we arrive. at the sonelusion that there was. justification 
£0 y the prices or as expressed in the tables, the 

eheeri: aination sas in favor of the allegedly disevininated 

| CUSTOMS. 

By Nr. Falls: 

Q te. Havenayer, I divect your attention to the co in che 
over pight-hanl commer where you have Bowdan discount on PL 


itere; sold to ..-and-P per point, and Bordca discofint-on 


ee 
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non-Pl it tens sc to re per point. vould you indicate 
why this: wee vezd and why it vas necessary. to consider both 
62 these? Saree | oe 7 
A Yes. We : 12de two. types of calculations for each. 
compar ds. oon: That is, ‘in the one case we compared ‘the 
discount on juct the private label items seld to Aeand-P 
and compared this to the discount to the “all pales" to the 
“orden <= excuse me -- to allegedly injured adoaaurl ait 

did chat for cach eustemer, an and again ‘€or each custéner 

(62 Compared the Boeden discount on the to one sales to hwnd? 
we in other wee AS s on the private Label itens plus vim | 
non-private ‘Lai si Liters -- and again compared this to the 
Aisnount cn the eales to the atisgenty injured ouetrenr 

g The resuli of the comparison which involved only 
j tho A~and}? oe vate istei iteas are set out in Aeand=P 
Eibit 186, ic that right? : 
ear't hear Yue s 

2 Iam sorm;. Tac results of the siladasiatic te using only 
the a-and-P prlvete lstel items, ave set out in Anand-P | 
SahibLe ey wrevees ths results of the comparicon using 
Avade-P's tot . pores 6 are set out in Avand+? Exnibit Lee a 


« 


A That is right, yote 


} Low, voule you turn to A-and-P Exhibit 159 and explain 


that that shew? on this ene “a don’t have tha large 


dared. = de: *t th: nk we have a large by ow-up da this CT 
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Oh, excuc2 me. All right. 
teand=P Z:chibit 159 is not available an the large 
biew-up, but ZT would suggest you kave A-and-P Exhibit 158 
" alongside of eand-P Exhibit 159 end it will iilustrate the 
‘tee comparison3e  _~— : : 
This parvicular illustration is for one of the. 
allegedly injuzed customers. Namely, Hayfair Foods. Now 
ae indicated ia both comparisons we ave not changing any of | 
| the calculations with regard to cost of discount for ‘Mayfair 
Foods. Ina both cases we are coxpering an A-and-P situation 
ageinst the 62:26 Mays: Fair situation, but in the left-hand 
pair of columne, again I emphasize that that is the private : 
zbel itezs only, and in the eight-hans pair ae columns, 
sict is for 213 of the private label nr Borden label, in 
other words, tie total purchase of A-and-P, and as: sae go 


deen that list you will notice that in e11 cases the Mayfair 


hes. bien no change in the comparison wae respect to 


cests in oth situations eve the same. In other words, there Ah 
$ 
1} 
! 
a 


eelovlations for MayZair. The only change in these corparisona 
Ss in the cas< of A-ini~P because in one case it is just | 
private label items, aid in the other cass st is all itens. 
As indiew:ed in the flow chart, A-and-P Exhibit 158, 
there are a miiber of functional costs included in the general 
category of mavketins costs. Again to repeat; they are 


wok loading, dayescal delivery, branch clerical, product 


t 


reed’ 


coniaae of Robert G. svateyes a 9 697 | | anet-asea} 
discount per point has been calculated as .086701. 
hen we compare the two discount values per point Son. 
Aeand-P and M:v'fair we again cone up with a diffcrence of 
e0530G1. The «(lifferance in the marketing cost of roughly 
§ cants and subtracted from the difference in the discount 
value per poini: of roughly 1 ‘cent is a net sci tata in the 
ret difference of mavketing cost of a little over 4 sents, 
again in foven of Mayfair. ~_ zouhe Ty, 
_ §0, —_ conolusion fron this calculation a8 that 
fayZair has received -- has been discriminated in favor of. 


Exeuse the Eng: ish. 


Q@ Or to put it ancther way, the price advantage that 


Aeand-P receivéd and did not fully reflect the difference in 


cost between f-and~P and Mayfair? 
x hee engi . 
Q All right. Let’s go on then, Mr. Havemeyer, to A-and-P 
Exhibit 160. Fem here on now if I understand what you plan | 
to do you plan to take up the individual elements of cost 
which are reflected on A-and-P Exhibit 159? 

A That is rigkt. ; 

Q And we do on A-enc-F Exhibit 160 have one of the large 
blowups on the easel. : 
A These flcii charts are of the same style as those we 


saw with respect to é-and~P Exhibit 142 through anes and 
indieste the general steps involved in deternining the 
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truck loading cost which was the first cost on the first 
line indicated on A-and-P Exhibit 159. From Account 723037 
Som O'Hare in March 'S6 we have the truck loading expenses 
for all of the O'Hare Lusiness. ce ” : 

By using cata and A-and-P Exhibit 76 we were able to . 
aingate a portion of this leading expensc which goes against 
the uheteonie husiness, and that brings it across to the. 
first box in the upper rights = 

Now we are consisteat with the principle followed in 
the studies we have juet completed going through, and that is 
in the truck lesding Zunction the basic unit of activity and - 
of reasurenent is the case, cases are being handled; . So a 
using data fron ani Macka, Aeand-P Exhibit 74 and 76 and : 
our cun calculations, we determine the nuaber of cases which 
wore loedea at 0*dave in March of 1966, azd dividing the 


expenses by the number of cases gives us the truck loading 


“yj COET: PEP CBSEe. 


New for this customer that we are couparing against 
“Aeegae? we detc.mine the number of points por case from an 
anelycis of row-:e book antries. Knowing the points par 
cxtc to this customer, and knowing the truck loading cost per 
case, we ave thus able to determine the truck loading cost 
per point for his cuntxsee. And the figure dewives in this 
money is the Jigare waich appears or the figures which 


apperr on A-ani~PX 16%. For A-and~P on the private label 
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prozram it is .065282, and for MayZair, .005562, and there: 
av. i9 other figures for h~and-P under its total purchase 
and fox Meyfair. : | . ee 3 

| JUDGZ RINKS: Let me ask you, Mr. Havemayer, can. 
sou ‘tell ke then in gereral why Mayfair's loading costs 
sami.d be higher than A-and-P? What is the factor which © 
enonted that difference in this chart, de you know offhand? - . 

THE iTINESS: Yes. -The fact that there were -- : 

whit shall I ezy? The merchandise which Mayfair ordered 
anc the’ quantity of each unit of merchandise ordered by. 
ttarfate was suc2 that — wore fewer containers par case, | 
oz putting it aacther tay, more cases that had to be loaded 
por point om pur hundeed points for Mayfair than in the 
ese Of Aw~and~Pe. | | 
By. Fr. Falls: 


Q In thet ezansetion, Mr. Eavemeyer, it nay be worth 


Seer 


pointing out that , if yoa look at Exhibit 159 and you look at 
- the trveking e>:t in tha first column as conpared with the 
‘ ¢thizd colwsn, you will see truck leading cost to Awand=P 
{ changes dependig on whether you ace privata labei only or 
the tecal gure!:ase becaase if £ unéerstend what you are saying 
the pointe per .:ase for all products taken would be different 


thaa if you covuider only the privete lebel products. 


sescaticeantiteTncrads deans casted es.tshashtien Gaui dtettias eae ea 


" JUDGE BINS: It is more or less a sitvation of 


he 


Pye tH 


! split¢cing up ei%36 then, 
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‘THE Wi°NESS: ‘That is right. The ordering perme 
of the customers. In fact, as you see in the case of A-and-P 
Zor its total pz.:chase it appears as though the Bo:-den label 
Stoms that pe ordered were not ordered in full czses or not 
so the exteat that the private Asxbhel items were ordered in 
full cazes cr close co full cases. 

JUDGE WINKES: I ses. . 
TdE WIENESS: And so it sebutised A-and-P in the 2 
right-hand set of columns. 
sy Mr. Falls: 
Q All right, 4x. Havemneyer. Would you go forwaza to 
A-ané-? Exhibit 161. : 
a : That is a low sitiecate describing the principles and 
| procedures we uced in determining the gheationt distribution 
cost for a particular custoner. I think you will see as we 
go through chis shat the principles folleweé here are the 
sae as those €-lloweée ia the’ dies sein analysis in a-and-P 


exhibit 142-152. 


New here w: ere concerned again with specific customers, 
so whether it b2 A-airé-P, or whether it be Mayfair. or any of 
the other alleg: ily discriminated customers, we haves 
information con z2raing in Basch, 1966 the number of cash 
collections and cha avaber of deliveries and the volume 
éa.ivez 2d to th’.3 customar. Under volume dalivered we have 


sub-categories c:! the nuaber of p2irts which warp converted te 


e * 
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she number o£ c13¢3, and we also have in the case of Borden 
i label products s."2 vebins th glass. : 
Now, w2 al::> have from testimory or stipulation or route 
| book the kind cf service which this customer received and it 
may ke cecalled trom the earlier Exhibits 142-152 that it is 
besically ea lim!ced type service or a full type service, and 
we heve been abi: to ascertain the type of service which this 
custener reseive i. ( : 
7 the ty.2 of service received determines the time 
S going «> >e required to serve that customer, 80 
‘2awirg feternin: i the type of service received as indicated 
In: the serond b-re you are then able to eelect the appropriate 


Case and Conpany delivery time stan¢ard ana they are the 


sere time stané::ds that we used in A-and-?x 142 to'1952. 


MR. MCSEIAS: At this poirt, Your Honor, in, | 


— Eavemey2r'e =xplanution, Coxplaint Counsel vouid egz jn Like 
: to mete thot: o:-jestion to tha use of the Case and Company 
1 zo-called tine .:andards in this matter. 
“JUICE TAKS: Well, of ccurse, we have not yet 
.eac a@ rcvling on cha adixt 3ssibility --- 
MR, MS CHLAS: No, sir, I just wanted to note my 
ebjecticn. I r:ille2 at this time ve are not going to gst a 
ming, but ZI weited to Se sure that it was clear on the 
Genera bhat Cor: vain’: Counsel is objecting to thre use of thos3 


cde. Scimdacds :.1 this case so matter which exhibit it is in 


eae : 8213 
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connection with, and since there will be other series of 
oxiibits that may use these time standards as well, maybe it 
would be best to note a continuing objection at this point. 
JUDGE ZINKES: ‘Yes, I will allew a continuing 

objcction to th. use of the documents that have no= yet been 
meceived in evidence pending a ruling on their admissibility. 
You may continu:, however, Mr. Fails. 
By Fe. Falls: : 
Q Go ahead, Rice Havemeyer. 
A Well, as a result cf this information in a similar type 
of celeculation <a delivery time as done in Exhibits 142-152 
to Cetexmine th: delivery time per point as indicated in ths 
UpPSr right-han 4 box, and that will be expressed in terms of 
ainctes per point. New it is necessary to astermine the cost 
er minute of ofsrating the xoute svstem. From four different 
| Boren Ledger azsounts, 723-071, OGS, 023, and 725-023 we 
have: conte expe :ses for O'Eare for March of 1966. And making 
us3 C£ statistis3:1 data in A-and-PX 76 we are able to determine 
the number of tholesale route days in chat sane pericd of 
tine, March, "62, to get the cost for wholesale route days. 
Ye exe uble to fstarnine the number of serving minutes in a 
route Gay at O'Sare in March, '66, using data from A-and-? 
rxhikit 74 and 73. 

So now tha’: w2 mow the cost per route day ani the : 


eee 4 
murker of sarvi-3 miar‘:e3 in a route day, we are able to 


sete ee on ae tara. 


jet 


emeee mrecpssgmpmer ems a) cs 
SM ee. td eS Sec 


. 
| 
Lf 
|b 
ae 
| 


a) 
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Zetermine the cost per sexving minutes as indicated on the 
lerrexr xight-hani corues. So now that we have the cime per 
connt and the cz:t per minute of serving, we were able to 
aycernine the @:livery cost per point as this sane approach 
and cat of calc lations has been used both for the allegedly 
Atsexirinatea ci:tomers as well as for A-and-P. 

Q Asuin, thc? delivery costs per point are xefilected in 
a-aud-P Exhibit 1597 ' 
a That is riyit. 

2 Maybe we s :.uld bring out this point that witra respect 
he esch of the 2llegcdly injured customers there was prepared 
. aheet of the “ind which we have marked 23 A-and-» Exhibit 
153, is thet rigat? 
That is sis at. 

- 2 Se that gar proc: was repeated for varios customexs 
| involved? 


Yes 


- wen venton ‘or tha aifference in ditions 2o3t per 
ooizk between B-ond= ad Nayfair was the differesce in 
tyrzc Of sexvics. 

Treat is za. 
igs past of the diffiuzence attribuiasle to a 


imts por case zs ‘s@ found it cn crust lozd? 


is veally three things which éeteraine the 


. 
ee crn rere eR SRE eet TaNN ee me 


| 
74 


Now I thin: in your : iain ie indicate wd, ite. Bavemeyer,: 


aur wee 


oo me emer ee 
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nee: type of cervice rendered, the volume dolivereaG, 
and the points tar cac?, inasmuch as the latter desexmines 
the number of cases which are delivered. 
Q Ard also would percentage taken in glass have some 
azfect? ie 
A Right, and aleo the percentege taken in glass. 
ER. FitLS: All right. Let's see now. I guess we 
nave to mark an 2dditional exhibit row. 
JUDGE YINKES: Let me ask yOu, Me. Havemayer, this 
par wasenee elem2nt, ohysical delivery, constitutes roughly 
otal difference in marketing costs between 
Reané-P and Mayfair, so that it is very imsortane chat we 
understand the jastificetion for it. 
New, es I asked you earlier with respect to én 
Lending costs, gan you tall me what factor or fectozs were 
maunly responsisie for that tremendous aiffeszenc2 in cost? 
| ¥ understand th-> all of it contributed to the end renult, 
out, for exsmpi:, in ceuck leading costs it wes primarily 
‘tl she issve of sp’ lt cneos that accounted for the aizéerence. 
TazB WoINESS: Yes. : 
JUDGE HINEIS: Now is there suech a sattiouincteatias 
| sousibla here? - 
- rae WN8NWESS: Yes, I cannct pinpoint it as much as 


¢ world in the ::13: fF truck leading, but eertuinly the 


d a 
wmawet point °. ne difference in the tyvow of service that 
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lay be rendered o2%wees che two customers. I do not recall 


Testimony of Robert G. Havemeyer 


offhaad the voliwwis cel’vered to Mayfair as compared to A-and-P, 
jut: iz there wera a sunstantial volumes difierence that would 
he also a signif’.cant contributor to that difference. As you 
have rightly uncarstcol, it is a combination of four factors 
‘which contribute to this, the four I just named a few minutes 
ago. And the ro-.ative significance of the four would depend 
upon the specifics of that situation, but certainly ai€zerence 
in type of servisc:e woud be an important factor. 

JUDGE iIINKES: Now when you noent of a difference 
in type of sasvice, whee are you referring to realiy? ae 

TIE WiSSESS: ‘Yell, the principle difference would 
se if wo sp2ak o% limited services which -~ and the time value 
fox these two diferent xinds of services we have previously 
geen. : ! 

JIDGZ HINKES: Thank you. 
Ny Kr. Falls: 
Q gust to puccue hut by way of example, for example, it 
mav ko asking yo: 20 remamber the preeiee details of this 
ewitemer, Lt nas ba that this customer had his preduct 
sackasea in the iisplay ase, or it may be with this customer 
ae Gri.ver hed ::o wait aad make a cecsh collecticn which it did 
not have to do for gnand«P, this kind of thing. 


Phat 13 ricnt. You sea it is not just this. Por exaals3, 


Wouprese Mayfair said, Z will vay sash for coday. You may 


° 
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| 


| By Tir. Falls: 


recell there war: a time valus for thet of a minute asl a 
shire, 3s I sec: LL. 1st suspose vey fair <cok ail of its 
~yolune in glass oF, coiversely, none of it in giass. The 
ensver to that ;cinat would have varying degrees of effect on 
the éiffererce sy stern the two of them. W3 do now in the case 
527 f-and-P private label there is no glacs, so typ3 of 
sexvice always stands out, but its relative significance 
Jeczerds uson th>3e other factors of points per cass, vole 
in claes, and vciune icself. 

BR. FALLS: Wow I would like to ynaxk as A-and-P 


Qenibit 162 a s..2et encitled, "Calculation of delivary costs, 


(Ths dscumsnr> referred to was narked Reevondent 
neend-P's wixhibit 162 for idgontificutioa) 
2 teferring => A-ani-P Exhibit 162, was this a dosument 
repaxred by you oF wié3r your supervision? 

Yes, it wa. 


ard would iu. ouplain what it shows, end here again we 


Uuave one of the larga Dlownp3. 


Tnvlud)ed is: the s2t of decumentatiocn that wili be eventu~ 


» offered ar. has k2en evbmitted to the Complaint Counsel — 


sto involved =: ths 3 upucer caleulacions of tue various 


“Co, and caxt. ia of ‘chose stepa cericd *slexans imbex” on 


ooo ge eee ee ae ee ae meen ame 5 - — rae = 
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here pertains to the calculation of delivery costs, and if 
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that text descxi.ption was in front of us wa would esse, and I 
think peanor er Counsel has seen that, it will correspond to 

\ 
1@53 loxief elo;ent descriptions es indicated on this chart. 


ere specifically in the case of May fait: Foods, and this isa 


specific caleuiation for Mayfair --- 


= 

lo Let me interrupt you just a second. ‘ 

| Let me maxx as anoi:her exhibit thé list of elements that 
e 

i 

i 

| 3 


was aupplica Gevernment Counsel. We will mark it A-and-P 
Exhivit 162, a <wo-page docrment titled, "Explanaticn of 
Comparative Cost ané Discount Calculation” 
(The ¢ocument referred to was marked Reepcndent 
A-and-P's “xhibit 163 for identification) 

THE WITNESS: This two-page explanation covers the 
various steps i.wolved in the many calculations that we will 
se2 in the entive dcerzent for the calculation of O'Hare 
eustcme:s end esrtain of those steps, more specifically 1 
eheouch 14, and also 20 and 21, yertarn: to delivery cost. 
And che chart iz hava in front of us, A~and-P Exhi>sit 162, 
diluctrates thi. epecifically for Mayfair Foods, and before 
oe reccceGing let ::3 point out that the final figure opposite 

emcnt 21 on tile Exhibit -03392 when rounded to Zour - 
oures is tho <::2m2 on2, tho same figure which avpoars for 
arfeir Foods c:. the physical delivery lino of A-ard-P 


tehbibic 159. Ir. othoxr words, these two tis in. 
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tiell, from CX 133 we have the number of ollacs purchased 
by Keyfair Foods. xo: an analysis of roure bocks for Meyfair 
Foods we know tnat the price per point of the mis: which they 


took wes .25338. So to d2termine the points purchased we 


would Givide tha doli 238 purchased by. the price per point 


which is 11,809. 
Now the zrozze boc! for Mayfair's deliveries for March of 
1936 indicates 27 stops that month, So the points yer 
delivery’. Zlene::: No. 5, would be the numbsr of points 
pucckased, Elemzat 3, divided by the see of E:0DS, 
Blerent 4. Thnaz is about 437 points. : 
The points ser se3¢ for Mayfair Feeds has aiso been 
wexmined from im aaelysig of ths route book pages for 
, which 13 21.93. So since vs know the numlogr of 
setntie of 437, 214 w2 lnkee tive number of prints per case, 
we Ezter:ina in Element 7 the punber of cas23 delivered 
f ea.s8, and that is esses per delivery. 4&n. 
ee beok pagas. for Mayfair Foods indicates 
. % g€ the moxchandise they ook was is glass. 
Now we wilt. staxt pucting cogether ths delivery itens 
‘apsicpréate to iihs sustomer. Paced upon the kinds of cexyice 
' chor took the vicchable time per case is 1.947 minutes. 
teoking at the suse book for Mayfair you find tha’: there 
VOLE four colle .:2on3 per month. Based vpon that ‘73 have a 


ae 
faze€ time sar “sop 0f nine minutes. The vattinble minutes per 


| 


Te aie 


sym 
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step shes is the nurber of cases per delivery as skown in 
{tem 7, muli:iplicd ‘17 che minutes per case shown in Itena 9, 
ané in caddi‘sion ae: is one additional time for handling 
caces of maccha::disea in glass which is the number of cases 
wougniy 20 by the bes sendion in glass, zsoughly 39 percent 
tines one-tenth of a wwinute additional time for heréling the 
eace of merwhend’.3ze 2:1 glass, and that one-tenth of a minute 
was also on the Celhive::y tins standards that we have looked at 
before. : : 

So the tote: variz..le time per stop for Mayfair would 
be 33.6938 ninuios. Mar the total minutes per stop would be 
the tima I just “lervived {n Element 12 plus the fixed minutes 
in Element 9, pi.us som? t.me for collection. Well there 
ware four collecvi:iors in tire month. That takes 1.52 minutes 
pear ¢crliection, :nd since tiere were 27 deliveries, the tine 
per delivery world be tho rasio of four tines 1.32 divided by 


27, 32> when I aril che wariusls tine in 12, fixucd time and the 


Ess time for «:llection, £ wave @ total minutes Ber stop of 
leost 19 minvti..:. rf. ivide that total time by the numbsr 
of roints per @c7.ivery shown in Elrtmsent 5, I have a time par 
poict of .1216, und this would covreepond to a bex chown in 
jAcera-Pu 162, ti: flow chart, of physical distribution costs, 
the Sox in the i :j:er right-hand portion thit says dclivery 
tine “per point. ‘tk: dete:mine the cost per servire minute at 


'§ o£ .3489, so the cost per point then would be 
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1 | winctes per point times the cost per minute equals .0389 


2 || rouréed off to t:ur olaces. 
rf we went <hrouga the same kind of arithnetic for 
R-aré-P we would have a cost under the private lab2l program 
W of $.010322. Axi thos would be the figur2s which appear on 
A-ané-P Exhibit 189 opvesite physical delivery. 
The same kid of calculation has been developed for 
eack of the other alle sedly discriminated customers. 
You can set, Your Honor, that on the total minntes per 
‘stex, which is youghly 49 ninutes, thee alxost 40 atantes of 
i] thet is the Saxtabie tim2 look at Element 12. So roughly 40 
of the 9 minut= 46 variable time related to the handling of 
wearchaniise. Wize minutes is fixed end a little ronaining 
moxtion is relecsd to the collection tim:. 
Sy Mr. Falls: | | : 
QO This thea w2s carried forward to A-and-P Exhibit 159, 


is that right? 


~ the figure on A-and-P Exhibit 162 does not 
exactly corrasp:.2d bzcause the corresponding figure on 159 
Wha bsea careie oat to six places; the figure cn i62 was 
{ oarricé out onl; to four places. : : , 
a Trot is vicrtt. 
WR. F023: All right. Let me next have marked 


23 Aeani-P Sunil ..t 154 a chart enzitied, “srench C.erical 


. 
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(The: document referred to was marked Respondent + 
A-and-P"e Exhibit 164 for identification) 
By Hr. Falls: a 
—Q Nog Haverxyer, vas A-and-P Exhibit 154% prepered by you 
or under ycur cupervis:.on? . | 
A Yes, it ea. | 
¢ Would you explain what it shows? ° 
A ‘this shows the development of the branch clerical 
costs for the customers, and I think as indicated by the 
terns here it <gein follows the principles used in A-and-P 
142 through LE: , that is, from accounting records we deternined 
the branch cle:ical expense at O'Hare in March, 1966, a 
propo: tion of thick is epplicable to the regular Wintiouane 
businc3se Yor nay recall that there is also bulk business 


at O'Hare and school business. So we determined that portion 


ee ee 


which is epplisable to the regular wholceale business and that 


is what is expressed in the upper right~t.and box. 


Using A-ard-PX 7% we determined ths number of delivery 
tici:tets for O'vare wholesale in Mawch, 1656, and “ee the 
beaneh elevier expans<: per delive:y ticket. That is, 
expense divided ty nunter of delivery tickets is a clerical 
cost ner ticke::, and a ticket isa summary cor write-up, if 
you will, of cvarything, delivered to that customer, and so 


coat fer tieke: diviced by the number of points delivered to 


. 
NRE ke- eR TRES emT eet An Os Oe ROR SN AEN ON LOLOL OF SO REN BOS CETL nee 
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that customer, and we determined this from analysis of 

rove book entries, then gave us branch clerical point per 
point for this customer. And with the calculations developed 
in thet manner it results in the figures, appearing on A~-and=-PX 
152 on the linc captioned, "Branch Clerical Cost". 

Q Again, if one lcoks at A-and~P 159 to sce a difference 
bettvecn the cost, the branch erection’ point per point for 
4eand-P and the branch clerical cost per point for Mayfair, 

is that dtteineteble to the fact that the two stores — 


differences in the point per delivery? 


&. 


A Yese 
Q 


And again there is a difference between uonash clashes’ 
costs of heane-P ecnsicering only priyate label and consideri 
both private lebel and Borden label. Is that attributable 
to the procuct mix when you take Borden into -aecount?. 

A That plus the fect that is the amount of work done in 
vriting up the delivery tickets in the case of A-and-P's 
total purchase. | 
MR. FALLS: Your Honor, we are going on now to 
enother item. Maybe we could teke our afternoon recess. 
cubes MINKES : Yes, I think this would be an 
eporepriate tine. We will take a short recess. 
: a 


(Shovt reeess taken) 


UDC HINKS: On the record. 
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MR. T&LLS: I would like to mark as A-and-P 
Exl:ibit 165 a chart entitled, "Product Waste Cost®. 
ae 
| 


(The Zocumeat referred to was marked Respondent 
\~and-P*s Exhibit 165 for identification) 

By Mr. Falls: 
Q Me. Kavemeyer, was that document prepared by ye or . 
ae your supervision? 
A Yes, it was. 
4 _ Vould ane explain it? 
A Inasmuch cs the product waste oust was not applicable 
to the private ‘Lebel progrem by virtue of the conditions 
of the private lebel program, we determined this cost 
ree applied it to the points or the volume 
elipible for this poneeet return privilege. So we have a 
araduct waste cost in ener 723-023 subaccount 17, for 
O'Hare for March, 1965. We want to divide that by the number 
cf eosets eligible for the return privilege. In order to get 
the latter figure we first had to deternine from &-and-PX 
7$ otal points sold threugh O'Hare March, ‘S6, and subtracted 
freon that the s:urber of points sold to stores receiving 
linited servic:s. Tie remaining volume then would be these 
‘stoves where tre velrme is the same which was eligible for 
the return privilege, end when we divide the cost of 
product ~— sy this volume in points we had the product 
cout per point fcr stores which were eligible for tha return 


oy 
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service. And the figure resulting from that appears cn 
A-and-PxX 159 opposite the line or the caption, "Product 
Waste". And you will see that there is no cost for that. 
function in the case of A~and=P. : 
HR. ALLS: All right. Now I would like to have 
avi-ed as A-an:!~P Exhibit 1€6 a chart titled, "Branch Selling 


Costs". 


(The dcevnent referved to was. marked Respondent 


Awand~P's Exhibit 166 for identification) 

Ey Nr. Falis: : 

Q tie. Eavercyer, was 166 prepared by you or under your 

supervisicn? 

A 

Q Yould you explain it to us? 

A From eacecunt 122-53, subacccunt 4, 36, and 50, gave us 

Various ccsts ascociated with the branch selling expense eat 

O'Hare in Mare, 1866. Inasmuch as some of that represented 

people, we addcd te it a fringe benefit perecntage which we 
evicusly for other eeiceani: This then 

gave us the ecct of branch selling expense. Such a function 

was not applic: ble to the private label program énd we, 

theretore, divided that by the number of peints delivered to 

independent sicres which figure was determined from an 

rnalysis of rote kecks to get the branch selling cost per 


point for the inceperdant storet. ‘And that figure appears on 
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A-and-PX 159 for Mayfair Foods opposite the caption "Branch 


Selling Expanss". 

HR. ALLS: All right. I would now like to mark 
as Awand-P Exhibit 167 a chart titied, "Borden Brand 
Advertising Seosnse®s: : : - : 

(the ‘Siaitiinat referred to was marxed Respondent 

A~and-P's Exhibit 167 for identification) 
By Mr. Falls: ; . 
—Q Me. Davenseei: was Aeon Exhibit 157 prepared by you 
o” under your supervisicn? 3 
A Yes, it Wese : 
Q And would you ex»lain it, please? 
A This on2 ippeare coiplex because of the fact that the 
Beaden accomtizg system, as frankly, most dairy accounting 
syctens, do not provide in their rowtine the kind of detail 
which is ne2de2 or th: kinds of refinencnt needed for a study 
of thts typ2e : : 
We had fron the 3exden accounting vecor’s a figure shoya 
Sa the dower lcft hand box, the average year-round advertising 
par wholesale 1oiat for the Chicago Marwonolites Aven; and 
the primary pre'slom here was a problem to associate with 
thet cost the .:tsts thet associated with it. So the upper 
portion of thi: flow chast has as its purpose to deternine 


fe 


the figure in sie box encitled, "Total Points Aficcted By 


Bivéen Advestising". 
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Now let's go to the top line, please. From various 


A~and-P exhibits and route books as showa above the top line 
of boxes we determined that segment of the business to which 
advertising would net apply» ih non-store points on 
»eguiar wholesaic, bulk wholesale points, platform end 
counter sales, cnd private label points. Their sum gave us 
the number of points that were not affected by or applicable 
to Borden's advertising expensee : 

So when we subtracted that volume from the total 
wholcasale points in the Chicago Metropolitan Area it gave us 
total points when were affected by eng applicable to Borden 
advertising. 

As I nentioned at the outset, we hed from the accounting 
record an avere 3? yoarronee advertising cost per wholesale 
point which we expressed as certs © or dollars per point. 
Multiplying tha: by the number of total wholesale points 
in tne Chicago ‘Igtropolitan: Area gave us the estinated 
advertising expeniituce, per their recerds » for the Chicago 
Matropolitan Av 2a. he we had the advertising expenditure 

2 the youre basis, we hed the number of points related 
The ic the murder of points which were affected by 
advesticing. And when we divided the dollar expenditure 

2 points v2 then had the advertising cost per Borden 
Acshel voint, a4 that is the cost that appears on Aeand-P 


E:l.ibic 1539 fz: ‘Mayfair Foods cn the lins captioned 


a ming 
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Borden Label Advertising Expense", and you will see when you 
refer to that that in the second set of columns where we are 
spaiciilakikdea _—* cost of all of the service -~.I aa sorry. All 
of the volume c2liver2d to A-and-P including Borden label 
points, why there is som2 cost there for shat function. But 
there is no cost for Borden label advertising in this the 
left-hand set ¢f columns which apply only to the private 
label program. Les ° 4 


MR. TALLS: I would now like to have marked as 


Aeand-P Exhibit 168 a chart titled, "Borden Brand Merchandi Sing 


Expense". 

‘(The document referred to was marked Respondent 

Awand=P's Exhibit 163 for identification) , 

By tir. Falis:: ) 
Q Ii, Eavercyer, was this document also prepared by you 
om uncer your cupervision? 
A Yes, it wes. 
Q Would you explain it to us. 
A The principal calculation on this ‘flow chart is 
involved in deermining what is expressed in the lower + aati 
hand box, namely, the regular thholesale points requiring 
rovehzendising support in the Cuieege Metropolitan Area, 
besausa onee yw. have inenistnel that, we divide that into the 
navchendicing umpense from account 730-0324, for the Chicego 


Notropolitan f::ca to gct the narohandising expense par point. 
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We arrived at the figure in the lower right-hand box through 
avatio. We started ovt with the total wholesale points at 
OHere A-eni-P{ 76. We subtracted from that th2 aumber of 
wnelesale poincs not cequiring merchandising support to give 
us the number of peints. which did requive marchandising 
support and get a ratic between that latter figure and the 
volume which wz start2d with, that is, the wholesale points 
at O'Hare in March of '66. ; 

‘ow renamer thet I must always match up the volume with 
the volume to “hich the money will be allocated by the 
expenditure that is, they must relate to the sare area; in this 


ezse Chicago Mot, because that is where I have ny merchandising 


pense Collars, so I caa Find it on the Borden accounting 


svstene 

“So now I co back to the middle line and I get the 
thelescle poinzs at Chisago Met, at least that corresponds 
tier in tocal <o ee merchoneising expense for Chicago Mete 
i eu tre ‘che sulk wholesale points whieh don't veceive such 
a function oy cipport, and I get a total pagular uholesale 
peint for Chic2go Mec, and as indicated from the ‘on I bring 
down tre ratio which { nad deterained at O’iere to determine 
the propertion -- I hiv2 to apolegize. On the flow chart 
i-:sslf a ‘dine has not been drawn in, alihcugh it does appear 
cn the shest is. Zront of you. There shcuid be a sine going 


‘ ae 
froa that‘box to “che vatio box with a multiplication sign. 


292223 
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I assume it is on everybody's copye 

So we hive brought this zatio Gown te multiply it by 
the wholesale points for Chicago Met Area to determine the 
number of wholesale points in the Chicago Met Area that would 
raquire merehandising support, and so that volume is divided 
isv:o the money spent to get the merchandising expense per 
point. 

This wes 3 situation where all of the records which would 
have nade this simpler were not available and, therefore, 
we arrived at this figure in the lower right-hand box through 
the ratio at 7’Hara, but also from a record of wholesale 
puree in the chicago Met Area which we secured from A-and=PX 
78. And the ..:sult of that calculaticn appears on A~and=PX 
459 bs Mavtete Foocs opposite the caption, "Borden Label 
Uerchaundising Uxpense®. 

: NR. VALLS: ‘f vould now like to mark as 
fwand--P Extibic 269 a chart entitled, "Overhoad Costa". 

(The: deevncent referred to was rarked Respondent 

ieand-P's Exhibit 169 for identification) 
By ir. Falls: 

its, Favernscyer, wat Exhibit 169 prepered by you or under 

cupervisicn? 

Yes, it wrse. 

And would jou exolain it to us. 


In this e:cAidit we go back to data daveloped uader each | 
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of che other elements cr components of marketing expense. 

That is, we go beck to truck loading and physical distribution, 
branch. clerical, procuct waste, branch selling, Borden 

breng advertising, ard Borden brand merchandising. And again 
it is a proble:: of metching up content of expenditures of the 
overhead expen.2s wita the content of each of these components 
oz rexketing expense which will correspond to the overhead 
expenses. : : 

In other words, se want to éetermine the overhead 
expenses and éil the other sedemnboen of navketing expenses 
which percain t> store custemers at O'Hare. That is the 
pywpose of this. | 

tow, we go back te) sank loddings physical distribution, 
beench clerical, and product waste, and w2 determine the 
pertioa which 23 n0' applicable to store customerse And as we 
got into the de later we will see hoy that is donee tt 


is cone in a aliiferon: nanner I believe for each of chose four 


eee OO ee = SOE 


seguents and ac a rasilt by subtracting ozt that wmount we 
got the proporsioa of teuck leading distribution which is 
eppliczsble so = cove customerse 


t We do not iave to yo through that ruch caliculetion to 
| determine the Lraach celling expense applicable to store 


t 


| eusteners or ti:2 3o.2den brand advertising, or the Borden 


' beard werehund:. sing avplicable to store eustonei's. in which 


— 


(awe 


4 

| ¥ a 

| ausse they are i-ought over in a more direct manner. In any 
i 
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By Mr. Falls: : (enw, 
Q You now, < think, Mo. Havemeyer, have gone through all 
of the elements of expense or of cost which are reflected in 
A-and-P Exhibii: 159, is that right? 
A Yes, 159, yes. 
MR. FALLS: Now I wind like to mark as A~and-P 
Exhibit 170 a folder bound together and titled, "Mayfair 
Food". , . 
(‘The Joouaent referred to was marked Respondent 
Aeand-P's Sxhidit 170 for identification) 
By x, Falls: 
9] fir. Haveruyer, lat me direct your attention 0 Awand-P 
Echibit 170. 
We have given you one of these, I bsilieve. 
MR. MATHIAS: No, you have not. You gave us an 
uncorrected on:. 2 nave no bound copies. 
(Doe 11ent handed to Mr. Mathias) 


By Er. Falls: 


Q Let me div2ct your attention to Awani-P Exhidit 170, 


lis. Raveneyer, 2nd acs you whether you can identizy that for 
W360 

A Yes, Thi: is a vost and discount study which incorporates 
tac various pr-.2edure 3 I deseribed in the several flew chazts 
Inoding up thre2ga Aj~and-PX 169 as applied specificaily to 


an allogedly G) seslainated austoxer, Mayfair Food. 
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Q. Now, Mr. Haveneyer, did you conduct your seedy in the 
"game wanner for all cf the allegedly injured customers on 
the O*Hare route identified in CX 183 as you did for 2 
Mayfair Foods? : o - 
A , Yes. 

You used thet same general technique? 


Yes. 


. Yes rs 


Q 
A 
Q Did you €. .20t out of that << what is it? 28 customers? 
A 
Q 


~-- Eight cf the 2@ for more detailed treataent than the 
otha: 202 
A : That is right. 
a Would you cxplain what the difference in the saves 
and technique tas between the eight for which you made the 
study, and the other 20? . 
AU Yes. The eouigote of the route books was an extrenely 
datailed end iengthy jcb, and as I nenttioned in ay 
cn of fearnd~? Exhibits 142 through 152 regarding the 
rofit end loss enalysis of the psivate ‘label bid, 
had geleete: three routes at the O'Hare beanch wad on of 
tthe pyvrpoees of that three route selection was to include 
eicitt of the L-:ge allegedly discriainated customers from 
the group of 20, ard fer esch of those eight we determined 
syoeifieally th: details of their deliveries from entries in 


28 | “ho poute book gages for those specifie customers. 


aad 
ens 


ete 
a Seeeee ORES, eee Cae ee meen eres 


+ - Seen coger ep NaeENS ay 
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For that purpose arong other things we needed the saies 
value per point ror cach of those eight custemers and the 
points per cas: end the percent of glass or merckandized in 
glass for the cemaining customers on those the<3 ‘scutes. 
And those senaining castoners were not those «= .iegedly 
discrimineted zgainst. 

We did th: same kind of detailed development on points 


psy case, dollers rev point sales, dollars per point and 


-pareent of merchendise in glass. Having determined that 


for all of the customers on those three routes we - then 
devaloped the everage of each of those three figures, dollars 
point, poinis per case, and percent marchandized in 


ppiied that to the remaining 20 custozers of the 


allegedly discsiminated customers. 


So fer th: remaining 20, which were the smaller | 
exactomers among the croup of allegedly diseriminated customers, 
we uesd their cetuel seles dollars as reported on I think 
CX 283, but we used this average of value of dollars per 
point, points or cas, and percent merchandized in glass, 
to dcvelop the.2 costs, but the costs for those remaining 
20 awe based uron the conditions, the delivery coaditions as 
S-atiouted by t:stinony anc stipulaticn, and is ba3zed upon the 
doltars of our-ssas<e ihioh they took and so with tae exception 
of us ing the a-crege figure for each of thesa thres {toms r 


ae a 
ficet tenticaed, we detemaincd the cost of those otaer 20 in 
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exactly the sare Wéye 

Q The only threc foints on which you used averages for 
these other 2¢ custorers were points per case, dollars per . 
points, and pe=cent glass? - 
A YeSe | 

Q : Everythir:; elee was determined on a customer by customer 
basis? 
2 Yes. 
MR. FALLS: Your Honor, the only thing I have left 
on diveet examination with respect to this series of exhibits 
is ‘shat we wart to mark as exhibits similar bocks for the 
cther wicnepiieeta Ve aren't able to do ‘hat night this mimite 
zanuse we arc veplacing some or one page in each book. 
Ke will have that tomorrow morning. All I plan to do is ask 
Mo. Havemeyer to identify them as being what they ere, and I 
have ro ouner no with aa to put to ies 
So, i would suggest either we aaseurn now, or ll 

Me. Mathias werts to commence. his voir Aize, he can. 

ER. SAWHITAS : ‘Well, Your } Honor, it is go: ing to be 
ratacr adiffierit to make ruch heady this afternoon with 
vols dire, in “nat there are a number of other similar 
Shi ante to be identified which we don't howe in cur hands 

We night want to nae sinilar pets with several of 


the documerte; on ietinde than going through — ens by 


ene, chis con't be quite the same as it was ith, 182 through 


reat! 
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cost of 1210 por casc. 

So we have at O'Here in Harch, 1963, account 723-037, 

a copy of whict. is the second page following the pege you are 

looting at --=- - 
Q find that is a portion of Respondent A~and-? Exhibit 72, 
is it, siz? 

A I think it is. I don’t have ny A-and-P exhibit list 
have, The ledger accounte. ; 

Q Could ban kold up just one nonent, sir, while I attempt 
to get that ledser acccunt, because the one in my booklet is. 
alxest inposeivie to  vead. 

All right, 3ir. I have now location 723, account 


037, which is dated March 31, 1966, and entitled, "Final 


:ensa Sumnary". Te that the ledger sheat to which you 


ave referring, sir? on 

A Yes, end there is a circled figure, at least on the 

one I gut ia your dociment book, of 26,755.29. 

Q I eee, sim, according *o A-and=P Ernibit 67, which is the 
pee of ateourts thes that is ree only loading expense at 

the Ottare branch, ie that correct, sir? 

A Yese 7 

Q Taen what have you done with it, six? 

A All right. ‘In te section below that figure we are now | 


eubdivi tding the: 328,109 figure aneng the three aye of 


buciness which ‘03 lo :42d on the trucks and ian is regular 
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wholesale bus*.125s, there is vendor business, and there is 
bulk :sholesale. 

Q Where do wr2 Finé those figures, sir? 

A All right. Now, what we are going to determine is 
the numbes of :oints for each of those three categories of 


' business. World you now turn three pages. 


néicated on the upper left-hand corner, 
which is also ‘~end-P Fxhibit 76. It is entitled, "The 
1e::. Ccupany Central Divison, Points Sold By Branchcs and 
agiions, Etrictiy Wholesale Points Tor The Thicd Mench Ending’ 
And I heve circled figures under the column 


headed, "Striccly Vholesale Points". It shows that O'Hara 


wholesale is 1,820,720 points, and that O'Hare bulk is 


5929.935, and you will find those two figures transferred 
to the second seat in this attachnont which has at its top 
the $26,900 aks : 
9 T sea anovier Figure there, FVendor". Theat dozs not 
asrcae on that sane sicet does it? 
Fo. In the atterhnenmt on bearch clesice]l expense and in 
nSe ¢ttechknens 7 w2 herve to go through a somewhat detailed 
s beeaus: of sx72 missing deta in the fEorden eccounting 

svete. to dete:.aina tie point value for the vendor business. 
Would you turn Tour p.z325, please? This cane sheet will also 


i avpear in brancu 2zl<leal, but I also have it in this section. 


: 8245 
Testimony of Robert G. Havemeyer ai27 


tow inasmuch as the vendor volume for O'Hare in March 
of 1966 was no: available to us in an «ccounting record we 
had to do some proportioning, so I will have to go from an 
explanation of this page, which is probably the most difficult 
in this attachnent. First I will explain the relation- 
ship cf several figures here. I assume we are all on a page 


entitled, “Analysis ef O'Hare Branch Clerical Expanse"? 


Q That is the fourth page back. “Aetually it is the fifth 


age in Attach=ent 2, is that right? 
A I think it is. Analysis of O'Hare Sranch Clerical 
Expense Iten 19, Lecetion 723 Account 004. A 

Now let us stey ‘vith the vendor COLUMN. Wa are getting 
raclationships h:zree %n the second line is a figure of 
2,128,075, and that civided by the next figure, 3,050,042 
results in the third figure of 142.59 porsent. Wow the first 
figvre in that colum --- 

i think to corzext you in order to keep the record 
cleay, you saiz you divided the 2 million by the 3 million. 
Yeu actually divided the 3 million by the 2 millioa. | 
A On, yes, of course. 

Now tha fi:sst figure in the column, 753,166, bears the 
sere parcentag:: ralatienship to a figure which we did not get 

 frcw en accounting record but which we will calculate and | 
. which will go opposite the lire item 14 March, 1956, whica 
o 


is then 2,073,750. 


| 
| 


serena | 
Tremont Ao 
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Q Sir, firct of all, where did you obtain the figures on ~ 
the second anc third line, the 2,139,000 and the 3,050,060. 


A Well, the line captions indicate thet. Iter 13, which 


' provides the 2,199,0C0 is A-and-FX 75, and tiat should be 


tehind us. Leu's sec 4f it is. 
G T don't scem to find it, siz. Not innediately behind 
it anyway. ; 

~ €ind thet on che first page of Exhibit 75 and behind 
on line 6&8 whes eas ycu have line 80 here. : 
A Ho, = don’t think we arc talxing about the same line. 
On, I am serry. I think you are right. 
Q So this cz.ould te line 68. : Over in the lcft that should 
te line 68. 
& I think co, and I would like to se2 the origiral sisce 
J. naver had ti:ct to red from. 

You might check uvhile you havs it up here. I think 


the Line {3 refcrance is wrong too; thet that should be 


“hat is right. That should read line 69 and line 70. 
Yould thei be true fer the next Item 13 for March "66 
3 Well where .on obtained the 3,050,900 figure? 
A < thirk sc. If you can shaw 2e where to find the 


Ma2wh statement. 
2 


Q tt shcule. be: & cart of that, 


£ Oh, here “t is. “hat is right. Okeye 
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So those two fizuves under the vendor colum came from 
Aeand~PX 75 fcx the fit<th period of '65, line 58, and for 
March, 1966, line 68. 
Cc Yow in each caso, sir, these figures are for the 
Chisago Met Arca, is that correct, sir? 
Yes. : | 
Pather than for the O'Hare branch? 
Right. ie oe 
_ Now, you have o>tained a ratio between those two 
Sieur 33 and ap: lied them to a Figure in the first line 
753,156, is thet corzect, sir? 
A ZeQBe 
Q And uhere was that figure obtained, sir? 
h Awand~PX 70, £ifth period 65. 
c And uas that fox the O'Hare branch, sir? 
é YeSe 
G So you are acs.ming ave you not, sir, that the O*Rare 
teeaaen had the same vatio of vendor sales as did the er ire 
Chicago Met Avea in: valeing this calculation? 
A Yes, that assum tion is i implicit there, ard I think it 
is a vaagonebic assu: ption in view of the fact that O’Hare was 
cuch a signif! want pew:ien of the Chicago Met Area. 
CUDS!! HIUKSS: How significant? | 
VHE ULiIness: You may rec all this ee came up 
the ov-her cay, when wa showed chat O'Have was the 


wl} 
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looxing at something else at the moment, but I don't think <--- 


Q Would you like me to re-put the question? 
A Would ycu, please. | 
Q What I am saying, sir, is that in applying the ratio, 
this 142.59 pexcent, ition you got by dividing the 2 million 
figure into the 3 million figure, in applying thet to the 
May, 1965 vencor sales out of the O’Hare branch, you neve 
assumed that the expcricnce of the entire Chicage Metropolitan 
Region in 80 fer as increases in vendor sales is concerned 
curving the intcrim peried between May *65 and March "66 was 
typical of the OtHare branch as well, is that correct, sir? 
A Yes. ‘encmber elso that we don't have that figure from 
eny Borden record. | 

JUNGE HINKES: I don'¢ like to interrupt, but I 
éo hava a phone call that must be taken. I think this is as 
gooia point as any to break off, and perheps if overnight 
coasideratvion, we Will be able to progress further with 
this particular matter. 

MR. MATHIAS: All right, sir. Fine. 

JUDG?) HIKES: Let's recess then at this point, and 
we will resume at 10:00 tomorrow morning. 


{Wheveupen, ac 4:95 pom, the hearing was recessed, to 


reconvane the next dey at 10 a.m., Tuesday, May 7, 1974) 


rest’ 
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thas is ertitied “Mmalyszis of C¢hare Braacn Clevieal Expense.” 
Hike BALTES 3 wo z and thet was a pact of Beta 
Aen: 2 involved in the he ation of LooAing expense. | | 
hofovre:- we st2zxrt, let me try to 
U isrto«s myseL£ up to Gate to he ause that fo cen follow the i 
avch as it may be. ret w2.ask you; Me. Taveatyer 
; Ziaguxses in the Wore” coum on that pigs with zcepsct i 
£ietk pexiod, '65, znd ilarch, 1966, are roughly 2 million sad 
| 3 wiilien, caspectively. Dees tint represent axpense cr rcints 
ge what? : 
That is the point volume for the 
so~er.lled vendor category fox the Chicago metropolitan areca for 
' . 


these tro different vertiods. 


JUDGE EINEES s ‘Mow, then, the first line, which is 


column, has some 700,000. That egain is points? 
{TUE WITNESS: Yes. 
JGDGE HINFES: Wow, if I unéewstand this chart, you 


ain to adjust that 7¢0,000 figure by the seme amount, percont- 


| apparently ceptionsd "O'Hare, fifth rericd, 31965" in that same 
i 
t 


egewi.s he: ; area figures experienced between May 


1965 and March 19667 


JUDGE HEIEHES: And you Go that cn the assimptioa that 
the O'Hase sowie -- or. pecheps it is more ssuuption, 


but vou cun straighten me out whichaver way.it is - that the 


e 
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O'Pure route vould bnave experiencod “he sace Geyree of chinge 
Nt4L2 Chiecgo azsa did? 

THE WISTS s 

JUDGE WIKeSs Kor = vanior category? 

wEa WITLI SS 

SMB HIUEZS: ow, js chat lin easoning ccvally 
appi.icabi¢ to the counters sise Maat is tae last calwin ona 
that gata page. 

THE WIMIESS: Probably not, anc, 4s you notic:, or as 
you will see as wo proceed throrgh this, we did not ettempt to 
put « figure in thet blank spot. 

JUDGE EIKPZS: Dus you jo have a percentage figere, 
and I doa't know why that is put in there. 


THE WIMIMSS: I think that will become cbvious es we 


, i] Sentinue to go throvghn this page. 


JUCCE KINKES: Very woll, then; I will bide ny tine. 
Under the vendor category, we are saying] 
O'Bare wes a substential branch, and O'Haxe included vandor 
sales of 753,000 points; the Chicago me tropolitan axea expari- 
enced a vubstentici increase in vendor saies; it is likely, 
thoesxefore, teat O'far2a experionced a substa: mtial increase in 


vyondo: sales. 


JUOCE BYNKES: Mow, according to chis, it would 


OEE EE A AO 


that che O’Faxa xoute way heve accousted for 30 pexcent 


Chicayo are2? 
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me 
surccunding and inc} vding <nis’farch $2, 1953 or contempo- 
sancously therewith, to determine uhether om not, in this par= 
ticular Account 72°--037, such eae credit was typical of that 
acodunt? 
A I econ’t ansvex your queer tion haeruse I did not participata 
in all the details. 
eo”. meet ‘you do not Imow of aay particular study of that type? 


A At this moment I don't. 


i Q All. vight, sir. I nowe that, in the chart of accounts 


whien is A and P Exhibit 67, in the subaccounts under Loca~ 
tion 723-037, ther: is an Account Number 20, "Loading Expense 


Depreciation." Now looking et the specific expense ledger 


sheet which you hava used fox Harch 31, 1966, that euvubaccount 


nurber does not appear in the detail or among the various 
expenses listed thereon. ? 

Was any study made over a period of time of this particu- 
lar uccount number to determine : whether or not this particular 
expense was AyEResAy chazged to this account? 

A I would have to give you the some response es I did to = 


prev ious question. 


Q You Jo not know? 


A I don't know at this time becaveea I did not participate. 


Q Was any such study nade to determine whether that particu- 


lay accowit depreciation might have been posed to this spa- 


cists Location and account number on a quaterly or other 
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basis other than a month? 
A. Same response. 
-Q So at this ‘dine you do not know? 
No. 
And that would hola ° » of aay othe © subsctouct sunburns 
might appear in the chart of- accounts but do new appore 
Le¢g2y sheet, is that corzcat, sim? Your answer 
would be the same? 


i) A Well, yes -- now, since you are asking a more generalized 


oan & 


question, I want to give you a meowe genewaliszed response. A 
Chari: of accounts -- or I should say, the inclusion of an 


accovnt or subaccount in the chart of accounts does not neces~- 


aes Aa 
nan NO wt sl 9c ne 


sarily mean thet you shovid expect expenses there when you 
establish what we will call a mastar chart of accounts. It 


at there can be axpenscs accepted in that accowne or 


erses in that account or subaccount. 
But you are not aware at this time of any study being made 


to determine whether or not aay of these other subaccounts 


E subaccount:, but it coes not necessarily necn that there must be 
HW 
{ 
\ 


‘typically appeared at this location under this account number? 


A Thee is pight, not at this time. 

ae Now, sir. going down to your distributicn of -the exponee 
| which you selected from this ledrer card, you have #llocated 
| this Seales oasetly on the number of points served on neae 


types of distributicn out of that 9'Hare brench, is that 


+ 
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_ > [wwe” 
Li-aillion points per ienth. 


‘les. 


Q Yew, theve is 21 equivalent numbcr of soutes in regular 


*. 
Oe A A A A Ee CTT 


wholesale and bulk wiolesate carrying well in excess oF 3 mil- 


Zicn »oints per month. New, :ay question ir this: 


ene 2 oe 


this loading e:wanse, woulda’t 


Gifference in tie loading expens: for eaca oF those 


trucks due to the fact that you ave loading a se much sialler 

yolumz onto approzimately the sane nwnber of teucks, texing | 
| 
| 


into account the idea that there does ave te be some expense 
in moving these trucks in and out froia the loading platfoxn? 

Hypothetically, yes, but at least tio re2zsons might argue 
against that. on is that it is only a emall portion or a 
small -- small portion of loading crew or small number of men 
involved in jockeyinz, as they call it, of tne crmucks as coin- 
yared to the total number of men involved in loading. 

And, secondly, I don't recall any evidence which says that 
there was much jockeying or any jockeying <t all. For example, 
they might have had the type of out-loading operation cuch as 
Zouman Dairy had at its River Forest plent, where thsra was a 
me -- I guess you vould call it island-tys2 platform, where 

covld be backed in at the end of the route-day and stay 
there and not have to be jockeyed. : 
Q Do yeu think, sir, that there was an island long enovgh to 


back up 66 trucks? . 
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they start to gct as complicated as this, ve are going <o 
mate any headway in these hearings. 

MR. PAGS: Let we cay, Your Honor, the rearson why 


no cdvenca notice ius civen 12.8 beet sz this vesulted from sen 


Nevemayze did dart right. He was up ail 


| 
iy 
Ty 


The reancn be isn't typed is bsscuse it was ae pre 


parcd avr.d xeroucd aetually éuxing the course of this worting "3 


heaving. I would ©£ eee “o provics in whatever way you thint 


best. 

TE Mr. Mathias thinks it voulé ke helpful to take 
some time to have Hr. Haveucyer cuploina off che record what 
these chenges are, perhaps that world be aéviseble. 

JUDCE HINKES: Would it ke pretcrable, Hr. Mathias, 
to so on to come other subject and in the meantime, be supplic 
with whatever work papers you thirk necessary so that you can 
exawine the figures, or would you rather heave some off-the- 
record exvlanation by Mr. Havemeyer so shat you can get this 
explanation inme2i.ately? z 

UR. MATHERS: One of the problems, sir, is how per- 
vazive are these changes? This workshect appears in quite a 

gections of this particular oxhibit,and I take it,the other 
ninkles exhibits. 

Zoom revercing, row to Exhibit 170. The question is, 


ara we going to run into this just about every figure. and every! 


| 
| 


4 
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aclonlntiion wa coms co, ux is it sevrethiacg that can he 
2 mnd taken caxe of? 
just doa’t kiow che sorisugreus or the gravity of 
tia chaages thet , 
this lias, it appears a creat nuwher of the figures, a very 
Great arctan siva of tha ficuves; nave bson vhanged berein. 
Cuosouers xacoiving certain serviszes, 
for ins stance, 2S been changed. The nurbar of custesers nave 
ing eeientn colicstioa expoviensas has changed enbatantially. 
Dorm below under the various categories, canes Gelivered, the 
variable mi oz service time, --- 
Don '% yon think it might be helpful, 
Chen, under chose circumsterces to have Me. Havemetrer oxolain 
to you and to your Staff, off-the-record naturally, just what 
hese changes are and how thoy were arvived at rather than sin- 
ply obtaining feca him work papers which you will then here to ; 
study and, then, perbaps still have to ask him to cxplain? 
WR. MATHYAS: St, I think it would be helpful to 
haye koth. I helicve we should have the work papers as well 
so that we can Ecuble-check the work that he has done, plus 
I oelieve that an ess diglacii ae woule: be quite helpfvl too. 


° 


ae X think Loth would bs very helpful to have an eave 
nation ard esy, fox instance, a doller awbunt figure that has 
bean changes froa' $14,722 to $7,977, it ney be that the expla- 


na‘sion is, we revicwad our underlying wexksheets ani we added 


— Basa sche nace hnieneeh as seam serena as uae aaes tencmanabaecaniaiindae -anoaisanneth 0-0 anteineplin iorm- tne ash 
-o. 
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t it wo and 3% cane to 7 9776 
2 Your Tower, i£ that is the ‘euse, Ka should se able 
3 to check over those works? races Guxs. elves end see that tha fig- 


og) sceqn mens grenees oc 2 +ae Comm ane commen OES 


“ ure hes been covrected properly this time. It is just as pos~-: 


oa 


5 gib'e that an evsoxr was ecrmictcé in this lete, huxrxied correc, 
6 | tle: as it was in the oxiginal »vaview ef this matexiai ywaich 

' 
Til sasposedly 2x0. = great Zeal nese time Geruted to it, so chat ca 


& boliave that we should have both, both the explanation and any 
g work paters that are associated with it. 


JUDGE EXNKES: Where are the work papers, Mr. 


10 fI' 
u Ravemeyer? a ae : 
12 cup WIRNESS: I heve work papers hera, in anticipa- 


- 13 tion of this, weitten out so that Me. Hathias and his statt 
14 will be able to chock it. Eat me say that the perneinet ream 
15 son for change in this is because of the one figure which has 
1S been alzesd y. ay. voferxed to, 1,695 1732 poincs ia column 17, and by; 


coincidance, a ficure which Me. Mathiac menticned leads me to 


believe ke dees understand the concept cf this table, tha 


7,977.24 untler columa 7. 


as 


en os 


There hes always been a problem in rea ding the route 
21 kooka because of tha kinds of entries maie by couteren. Now, 


beenise of the chain-like Li: tenga, iz you will, of all the nwu- 


bers in the entice calculation, changey thora, Litezally gone 


~e 


24 throwgh all of this or create changas thro: igh all of this, bat | 


23 | there ave the principal chanyes -- theze ave minor changes in 


acai! of. Robert a. , aveneyér : a oe a7 3 9. ‘g302° 


| VOIR DERE ana a es 
t 
| 


an 


By te. Mathias: 
Q He. Ha avemeyer, in ecnuecticn with Resrendent A & Pp 
Exhibit 170 and tic section invelved in ths aani.ysis of “crack 


lcacing expenes, at the cicse ef voir div2 yes torday we were. 


‘° 
«cane epermecen oom ehovamemme tum o:0 05 aime © -wommatmt, 


‘oN. LATE LS 2 


discussing a work sheed ‘in Attachment 2 of Exhibit 170 which 


evh-bit: had. calevlation of total cases loaded on regular 


Pro: —nceene Sree: sees pemmE o - 
PEE REL LBL ALN ILE ALN 
o 


wholesale routes, 0'Hare Branch, March 1966. We were discuss= 
ing the total points served on these regular wholesale routes - 
in March of 1966. 


You rafereed us at thet time to a work paper 


which was the predécessor 2f Fsepondent A $ P Exhibit 180 and 


indicated that that figure was taken from the last line of 


thet work paper, which on Exhibit 160 shows the figure. 


I” 
| 
| 
| 
| 


1,696,732 points; is that correct, sir? 

A Yee. 

Q Turning to thet work sheet which is now Respondent A& Pp 
Exmibit 180, how was this figure, 1,6£6,732 obtained, sir? 

A It is the avgregate of peint volumes that appear on 
sumasey tabulations in the Set of ez.ch of the O'Hare ote 
books for March 1966. 


Q ‘Yould you get us one of these route bocks, sir, and 


PD “eT teeta, ste OCOD ELIT LAN CE LA AS A LS, 


indiente to us which tabylation you are seferring to? 


NR. MATHIAS: Are the route books here? 
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MR. FALS: I am afraid they aren't. 

JUDGE ESNKES: Off the wecord. : 

(Disevezion eff the vccord.) 

JUDGE On the record. 
By ir. Mathias: ; 
Q Sir, there was a substantied chang 

; neasts there vies a chanze in this nuubes fro your original 

work sheet which originally bore the ‘igure 1,729,262. Whet 
caused that change, six? 
A Well, the figure uhien now appears on A & P Exnibit 100 
jig cn actual aggrogate of Figuecs which I just ceferred to in 
the front of each of the route Looks. . Previously, the 1,729,0€ 
which is about a differenca of chout 25,600 feen what appears 
now have been also based on —— data, but have been nee 
somewunat by us in going ssn those summary tabs at the front 
of cach reute book. 

‘When we get the route books, you will notice -~ 


and I think we went over one of them yectexday in one of the 


4 
e 


infoxnal sassions -- each a these tap cumaaries includ2s, I 
would judge perhaps six to nine FEEULTES . Sean of then are 
called package bdoints. 

Originally, it appeared to ws that those points 
nigiit not be in corfermance with the usual point values for 


these relatively :ainor itezs. But the reason for the change 


then is that upon reflection, it scemed to us that wo had no. 


ca 
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decrmentary evidence to support this ond thorefera went Lack to 


E34 


~ 


tc origina). data which nov apycars in tise route books. 


Yes. 


1 F 

Q So, you did use these route pack: ges? 
. 

Q 


» Mow would that account foo a 123: ening. rather than 
én inwwecse in the figure? 
A oh, the bulk packages ave includcd in loth figurcs. In 
inal work, we thought that some of those bulx nack- 
ager would have 2 value of mors than ¢ne, point valus of more 
thai: — So, we had assigned poiat value of more than one. 
When we went th rovgh the arithmetic, it came up to 35,000 
merc points. sess 
Q “Mas there a ork sheet ov eny dowment Foon which these 
calewlation: were made SO ere an additions1 point value? 
a Ho. 7 
G Yo you know whev..er or not a work pap2r was prepavedc at 
the time showing what point value vas assigned to these bulk 
pacl.ages? | 
oA He, -< thaw thee there was none because in each case, . 
we had to us2 juémment as ve went on cach route book. 
Q Sir, this sheet in the front of the rovite book, is -this 
part of the route book, cr is this an inset in each of these 
route books? 
A %t is an insert .- Although it is stapled in, I don't Imow 
if you call that a part of the book, thether it is a separate 
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wnen 


21 9 


Wes any check ace to cetaixaine whether the oe ok “ 
points shorm on this alleged sunmary sheet conformed with che 
ees of points shown as Seine delivered within any of those 
boos? | | 
A Yes, some check was race. As é 233 
elose, Dut oe euactly the sare. As vou lock at thesst.e:. 
you wili sce that it is part of what is called route rscon- 
Ciliation activity, which ie 2 nonthly ballanciug, if you 

‘will, of monsys collected, rmonevs oved. It is ali part of both 
the audit system of route accounting as weil as -- vhat do 
I call it -- a4 tie-in with the nan's pay. 


Q What testimony or evidence in the vecord indicates that 


r have used is & stmmary of all of the points delivered on the 
| particular reute during thet partionlce month? 
A I don't know what in the reeord cays that. 
Q You know of nothing in the record that says that? 
Mp. Pepgier did not testify concesning; this reconciliation, 
did he, sir? 


A I can't recell. 


| this particuler summary ‘gheet or particular sheet that you 
t 
' 
| 
a 


Q At this time, you have no recollevtion of any euch 
testimony? 
A That is right. 


a 
e 
e 


Q Can you recall anyone elea having tastified or any other 
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evhibits that would indicate tlr: necning end i ox this 

sdpUhechen theet? 

A a ean't recall specifica: “17 now, Mz. Mathias, having 

“sil s0 much. I just don't k:oy at this tine. 

Q- You hive no recollectica o7 any such testinony or e:thi~ 
bits at this timo? | 

A No i My problem is always mmowing vheat I read ard 

whe ther that becesae pert of the record or did not. 

Q But you have no ro colles tion at this tine of anything 

‘in the vecord ¢ nat indicates ‘this? 

A That is right. 

a Sir, ac long as we are on Respondent A & P Exhibit 160, ° 

there vere a number of other changes that were made in this 
document other than the change on line 8 cf points delivered. 
Now, cevld you explain for us, <Sirst of all, on this Line 8, ; 
points delivered, the neture of the changes which ae have made 
in the other entries on this lino aie ge to make up this one 
or which are 2a part of the 1,698,000 figure that you have 
computed on this page? 

A Yes, there is one other bacic chiunge and then other 
changes tin from the ones we have just been talking about 
and the one I am about to describe. ‘Chere is, in Coluans 

4, 5, 6 and 7, information on independent stores on these 
routes thet receive United scrvies. In Coluzns 8, 9, 10, 


12, 12 and 13, inforanticn on stores, independent stores, 
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sbd-iving full service. 

Origineliy, in cae ans iysic of tue route books, 
ia Padition to other inferior, we bad clessified crsiencrs, 
inéspendent store customers, by these two categories. Tne 
next: major change, then, on 
fication of some of the indsvencent stores fron thse limite 
service category to tne full ce:vice category. 

There wore § of the 26 stores so reclessificd. As 
a rasult of that, the dollar yaiue delivered on line 6, which 
originally had been $14,722.21, was reduced to $7,977.2%. 
Thaece five custov.ers and ‘their assccizted Collar velue were 
transferred to the fall seoviee group. Such thet you will 
notice on A & P Exhibit 183, there is now 15 incependent 
stores serving Limited service end 72 service, full service, 
as coapared to the original figure of 20 ard $7 respectively. 

So, the totals cf those tyo are still 87 stores, but 
§ of them were reclassified. Similarly, the original values 
for dollars delivered on jine 6, which originally had bean 


$14,722.21 and $57,565.82, are now changed for those five 


stoves, and the nsw sum of thase two figures is the sare as the 


old sum. 

Now, by dividing those dolle> valuss on Line 6 for 
those two groups of storas by tie doliar value pez poirt on 
Line 7 imnediotely below .those “otal dollars, wa would get a 
dex’.v2d number of points dalivered. ‘that brings us to Line 8, 
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which oe where the 1, 6S6 732 alve app rare , in. Coluan a. ole 
Q How, sir, where did these @ dolar £3 cures fron which you. 
derived the point figures come from? : 

Fron the route books . | 

Was this from the indivisiwsl entries? 

Yes. 

For what period of tine? 

For March 1966. 

Did you take the dollar verue fo: the entire month? 
Yes. . 

dow did you obtain the dollar value dorived on Line 7? 
Line 7 is Collar valve per point. 


Dolar value per point, excuse me. 


A 
Q 
A 
Q 
i 
Q 
A 
Q 
A 
Q 
A 


If you will turn to -- excuse ma. What is the exhibit 
| mmber of the & & P docvnentation pac!:age? 

Q Exhibit 172. . 

A Shall I continue cn this subject? 

Q Yes. 

A If you will tura to A & P fxhibit 171 to Attachment 8, and 

tt tiould be the si:s:th page ‘in Attachment 8, it is a page that 
is entitled Analysis of O'Hare Tranch Route Books non-A € P 
i Stoves. 

Q That is not the sixth page of mine. 

4 Ve mey be referring ‘to this page quite a bit, so I will 


put my identificetion on chis to find it edeily. ~ 
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2746° | 
Q On my book jt is Page 158. Thar zs ‘analysis of O'Raze. 
Erench route books, Routes Si, 227 ancl 13W. - 

Yes. 

au, 13W and 16W, excuse me. 

Yes. 

Sir, could you tera us hew you get the ee on linc 7, 
the doller value por pois.t? 
A Yes. First let me indicate to you that thore is a terval 
line on this page, grocery custoner total. We will be bic 
with that line. Let me z1so point out that thers ara tuo 
groupings of the stores chovo that line. I am noy going to 
Yegoup them mentally, if you will. 

The grewpings cre this as to typ2 of service. 
There are three stores in those groups which received limited 
sein wise! tt is store Xo. 253, Book 18, page 17.. I would 
suggest Phat you dratz a line across then. . 
The next one, uhich is Store 335, wea 12, pege 18, 

it is the next-to-the-last store, store Io. 151, Book 18, 


page 17. 


JUDGE HINKES: What about those stores? © 


TRE WITNESS: Those stores received limited services, 
ané the other stores on that pease rsecived full service. 

Now, we are merely going to regroup data in the 
various columrs to the right of that by those tvo categories. 


Namoly, three receiving linited andj the renalining receiving 


oe ett ete sak ga en ta eprint ema | 
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fait service. I could vead the number into the record, if 
you Like. Wo woat over this intomally yesterdsy. 
If you go to the numb of coiuts column, store 
Ho. 253 has 1202 points, Stora 325, 850 points and Store 
151 , 689 points. Add those wy and you have 2651 points, 


o d * 
NG it a 


th we asked you to post in poncil on your page yesterday. 
Subezact “chat £ finnwe Froa the tvtal, 33,767, and you get 
32,426. We now have the nuber of points regrouped by those 
receiving limited service and those racciving full service. 
ss GUDGE HINKES: What is the figure again? 
THE WITNESS: It is 31,136. 
By lin. Mathias: | 
What was the total of those? 


Tt was 2652: 


: Yes. 


Q 
A 
Q Twenty-six hundred fifty-one? — 
: 
Q 


Are these figures that you ave reading off are for the 
‘two-week period ended Harch 19, 1966? 
A That is correct. 


Q That is not a monthly ‘figure? 


ee ne ee sane ss 


4A If we do the sare grouping mumber cases ee the imo su 


growp figures new ave'for the linited service group, 125.45, 


z 
rs 


and for the full service group, 1,361.70. You do the sane 
: st ” 
for the next column entitled Iwiber Cascs Glass. The figures 


is. 9 lle _ -, 
eo Py 


respectively are 47.00 and 305 ..5 6 You ¢o the same thing. 
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7 WISHES: S45 .95 - You do te Saae thing ia! 
; the next column entitled foie Sotiara for Tt: © Weexs. ‘the 
; ee, for three sieras is 3% $03, for tue ful sexvice 
Stores, $¢,57%.63. 
We go co the ret cod ww ertieLod North Potel Dollars! 
| The wo groupings are Fer io: ited servic, 1,808.82. 
full service, Qi, 986 75. Tae next celumn, Cases --- 
JUDGE HINKES: (md nozent here. 
THE WITNESS: Yes, air. 
JUDGE HINKES: ALL right. 
"- THE WEES: The next ecluan is Ceees per Delivery. 
This is a calculation for the Limited service group ‘is the 
numer of eas’ — shown as a divided by the nunber of 
deliveries. You will note the number of Gcliveries i8 alse 
posted in the iefi-hand cclvan. 
For those three ceecus. the nusbcr of deliverics 
was 35, thzee of then each receiving 72 deliveries. 125.85 
divided by 36 equals 3.h8 eases bf delivery for the lirited 
service group. If we do the Sanie arichmetic for the fril 
service group, the answer is 6.36. 
: the next column ie Fercent Glass Cansa. igita, it 
is a calculated figure. Dravzing on the subtotals ia ths 
ecolrmns entitled Number = Slass ard Nuwaber Cases tctal 


for the linited service grove, the answer wputld be determined 


r 
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by dividing 47 by 125.45, which wold be 37.7 percent, w lich 
you would post wrder the colwm entitled Percent Glass Cases. 

Doing the dane evitisictie for Ful}. service group, 
it is 25.40 percent. Ue now corse to the next column which is 
whet led us to this pago, Dali Yolue pez Point. Por the 
limited service group, it is éereralinea by Cividing the | 
nner of dollars in tha colw-n entitied Towel Dollars Par 
Two Weeks, 79%.83, by the meser of points, 2,651, which 


gives us -2998. 

If you do the sane ching fos the full service 
BYOUp, we have «ce a result .275%4. Pirally, the column of 
Points per Casé. We divided the nucbor of points by the 
number of cases which, for the limited service group is 2,651 
divided by 125.85 for an answer of 21.132. 

Doing the same aritimatiec for full service group, 
we derive an answer of 22.866. Now, figures from these two 
subtotal groups will be carried to other pages. Specifically, 
*> A & P Exhibit 180. . 

By Nr. Mathias: 

Q Me. Havemeyer, locking back to the figures you have just 
read off and the total dollars which vou have, is that a 
computed figure cv is that a figure tuken from the rovte 
books ?. 


That should be a: figure from the vcut >ooks. 


$9 that if wa, according to your anz.y-is of the route 


. : 
a. hae oe  * 


a. 


>. 
' 
‘ 
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books and the totals of cas: of these customers, the alleged 
fulz. serviee customers, took £1,.98S dollars and ‘eons canta 
éuring the full inocith of Murch, whoxcas the liniteé corvice 
evetouers, took $1406, those fipuezs wee taken by you fron 
the route bcoks; is that cornet, sir? 
A Yes. | 
Q How, giv, leoking beex te the twial for two weeks, which 
you darived most of your calculations, if we look at tac 
limited service customers, the total for ta kusuees pezicd 
which you eave vsed $724 which is just slightly better than 
50 percent, in the ease cf the so-called full service 
custoners. 

| JUDGE HINKES : Youle te 50 percent of what? 

MR. MATHIAS: Gf the total nonth's dollars in the 
seat coiueks ) ' 

| JUDGE HINIGS:. Go ahead. 

By He. Mathias: 
Q And comparing the so-called full service customers’ 
dollar purchases for two waeks as compar2d to the month, it 
is aluost three times as much? 
A I wouldn't extend the ratio that much. 
Q But thove is a substential difference in the ratio 


between the two figures, isn't there, sir? 


A ‘Well, there is a difference. Whcethexs you choose to use 


subtantial or not, I will leave to you. 


Testimony Of Robert G; Waveneree ae 2 278 5 " oe Tasik. 
Q Where are the reports? 2 : ie e 
A Let me sinus out, hy. Math: LAS» that in the variou oe 


‘vatios chat: r have computed on that page uhieh vere “Yates 


> WwW 


transferred to A & P Exhibit 289, z have made no use of ‘the — 


morn <h's total collars. 


Q iw 


Q That is what I mozn. You have bagzicelly used che figures 


J 


for two weeks; is: that correct, sir? 
A Yes. 


Q Sir, you have explained how you onpived at the doJlar 


. 
So °¢ 


value per point on line 7. What have you dene with that 


one 
a 


2 Am 


figure, then, in connection with ‘the coral Gollar value 


'N 


delivered as ere on line 6? 


| 
: 
| 
} 
| 
| 
| 


& 


A £3 you can 62a, ae dollar value per point was taken from 
the simi we have eink 3 referred to where I segrouped stores 
by limited and {111 ‘peewee catcgories. Return to A & P 
Exhibit 100, Colvan 7. The Figure of $7,977.28% is @ividad 
by dolla® sign .2988 to give us points ¢cclivered of $26,609. 
The eame thing has been done in Colvan 13. 
MR. FALLS: Just to cobs = record. clear, I think 
you said $26,000. It should bs pehits , 
THE. WETNESS: Points, 26,603 points. Doing the 
same thing in Colwnn 13, you get 233,516 points. 
By lf. Mathias: 
Q So, the number of points that appear on dine 7, thera, 


for the independent storse receiving limitéd service ard the 
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ines andent stores reesiving full Service ere calculated 


figuras. Is that correct, sir? 
Yes, except - you nean on Line 6? 
. On Line 8. dikes 

es. |. : 

There are elso figures o1: Lin? 3: — schools end other: 
nonetore cus tomers in Colwnins 1! and 18 oF Respondent A & P 
Ehibit 180. How are they obtained? 

A : We went through the rowss hooks and picked out each school 

and multiplied the quantity of itens taken by the covras: sond~ 

ing point values to get 202,5"9. we dia the Sane thing for , 

other pantebe customers to get a point value of 102 108. 
Where can we find that analysis, siv?. 

You don't find it.: 

There ere no worl sheets showing the cempuiation of these 
figures? 

A Wa, sth ee oe 

MR. FALLS: Would thie be the tine to take a fei . 
ninutes for a break? - | 

MR. HATHIAS: This might he a good tine. 

‘JUDGE RINKES: Vory well. We will tale @ short 
reciss at this time. § « 

(Whereupon, at 12:90 a.m, a brief nadoon was taken.) 

JUDGE HINKES: :You may cont tinue any time you are 
realy, Mr. Mathias. ee 


on 
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By Hp. yarnaee? | 
Q Me. Havemeyer, ny last question before the necak ; Sas 
concemning the derivation of “he poinzs deliversd on lina 8 : 
for schools and other nonstews eustoners vader Cohvene 14% 
auc 15 of A & P eeuneats 189. Youur answer for that, as 2 
un derstand, is that this ig yevr actual coant taken Feo the 
route been: is that correct? 
A Yes. | : 
Q Did you check the entire month's route book, ov ic this a 
two--weelk projection? | 
A This is the entire month. 
Q You took each of the products delivered to these custo- 
mers for the entire month and assigacd the appropriate point 
value to them and came up with these figures? 
A Yes. 
Q: Now, staying on this sane line 8, Points Delivered, I see 
ever in Column 1 a certain pusbor of noints delivered to A g ig 
stores. How was that figure arrived at, sir? 
A That was a residual. Faving identified the point value 
for the othex stores or for all the other Scea, neascely, 
independent stores receiving limited service, independent 
stores raceiv3. ne full service, schools ard other nonstcre 
custoners and subtracting the agercgate of their point values 
froa the total eppeaiiing’ ‘in Column 17, we “then were left with 
the volume delivered to the A $ P. sto:es as shown in Colwan 1. 


| 
Q sti this figure Gependsa sc: rauhat on your ealeulatioas: 


= satis 
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of the point vals to Ling cod store ous" comers and ind=pendent | 
stone ovetonare es these cabeck vthons appeaz 2 in fiese 7 and 1385 q 
is ‘that correet; eit | 
A-. Yes. 
Q : if note also under the A & 2 stows in Coliwang 2 and 3 
on this Same linc 8 you have Siuuces For private Linel nuxber 
of points ag Peivate lebel anid norden Label delivered. Pow 
wers inne points: , ead. derived a2, sir? 
A Using the billing surnar mies fom Chicago and suburbs 
ee the two weeks endl 4 + Mowe 19th, we datesmined the ratio 
of private labei points te total points and applied that ratio 
to points delivered in Coluzn 1 to get points delivere 4 in © 
Column 2. of course, the points delivered in Column 3 would 
be ths difference. : | 
Q In gocher worés, you figured out ‘che percentage vepresented | 
by private Label itenas and took chat percentage of 1,026,278 
which was the total and arvived at the £ ttauss ia Column 2, 
‘than you duteesend that fron the total to arrive 2t Column 3, 
is that correct, sir? | 2 
A Yes.- 

JUDGE KINKES: ‘het is based on the figures of 
whet: period? | 


TRE WITHESS: ‘wo weeks ending March 19, 1986. .;.. 
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ont 


By ‘Ir. Mathias: 


A) 


; ee + 
Q You did not use the route Sock KS 5 thea, ii working out bed r 


1) 


of these figures? 
A No, we wouldn't. mreee OU CEC per instructions, dvivers | 
wers 29t porting quantities in the ponte Boots. A few Cid in 


violation of these instructions on tiwece differant. routes. 


~~ oO O® te 


Not all the routes. Fourtcen oY these 17 routes shoved no 


@ 


quantities in the A & P route book pages. 

Q Shere vere i entersd in the wear of each book, 

wera they not, as ‘to the amount of private label preducts 

doaced on the truck during cack day of the month? 

A I will answer that in general, yes, if you are going to be 

very specific. I would sey IT am not familiar with the 

Geteits. When I say not familiar, I em not sure if the value 

shorn in the rear of any particulay book is in fact the total of 

all the point values delivered to A & P stores on that route. 
|X gon": think there is any way eof proving that one way ox the 

other. 

Q in other worde, you don't kney that all of the points listed 

as being leaded wore doliverod to A & P stores. Is that what 

you mean? - 

A ‘Yes. ; 

Q Now, sir, to go back te Columns 7. and 13, you stated that 

the key change in the change of the various unk ers appecring 

on line 6 was the elimination of five of ths stores you had 
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previously listed as incerevicns: stores veceiving Livited 


service ‘in lines % through 7 cna tran: forring them over to the 


group of stores entitled indeperdeat exores «seaiving fuil 


the: covvset, sir? 
A ‘Yes. 


Q In venioving those fiva stores fron the limited service 
grovping, you rexovyed approximately 50 percent of the entire 


ser-ice, whose caleulations uspear in Lines 3 throvgh 13; is 


|, Gollas volumes fren that grovpliuc, did you not, sir? 


A Yes. : 
Q This worring, you identified for cezplainte counsel five 


cuscto:ers who were the five CLSEleMmMsys: tho wise vencved fron 
the limited service category. As I have them listed, they - 
are: Theresa Crispiro, CACnimewecn C-n~-i-3-p~i-n-0; Dick's 
Cardinal, D-i-c-k's Cra-r-d-i-n-a-1; — Ralepa, Ber-u-n-o 
N-a-l-"-p-a; Madison LaVeizne, E-ae-d-i~g-o-n Lea-V-e~-i-g~n-e 
and Boll Park Foods. Is that correct, sir? 

A Yes, sir. 


Q. Fo go back to this work eheet in A & P Exhibit 171 fora 


} 
moment, which you state is the enalysis of the O'Hare Eranch 


ceed books, I notice ameny vhe naned custorers at the top of 
that page is one marked Madison Food. Ia that the sake as, ) 
Madison LaVeigne, or is that a cifferent sinwad ae 

Excuse me, “sir? then I asked tha qiertion, I dida't 


have this in front of me. I will hanc y2u Rowte Book 13, page {. 


oO cement OH re ome —— ee NE RN 


a oe eee eee = <a ee + 


ect SA ne Aa te GN * + AEE LO" OO A 
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paragzeapn A. 
Q Would you 2 : Sem 2 ame’ < hve a vory in 
fvoxt oF ne. 

Yes. WHat the Roden @vivarn dolivescd milk and caivy 

che Caxxifnal 

stove." then it speaks of tvo othoy custeuers, and it goes 
cn “o cay: Awd at each cf tiiese sto: swotaced stcek aud 
replaced out-of-date merchandise at nz cost to the store and 


mad2 owe tae store's order fox noxt dalivesy after checking the 


point of dol ivery therein. “ 


Q In the cause of Yheroca Crispino and Exuno Nalepa? 


A In the caso of Theresa Crispino, it is page 2,. para- 


geavh C: “That the — delivers who delivered nilk end dairy 
proiuczts to Theresa cri spino de> Liveved inside the back door 

of the store in a voom located in that area, replaced cut-of- 
dat2 merchandi§e at no cost to the stove and made out the 


Store's order for the next delivery atice conference WwEeh the 


owner." / . 


Q What elcments wybos would transfer it from limited se: 


vies?’ The dropring ‘of the product of: in a back room « 
aeecord with linited seevice, would it not, six? 

A But you are replacing out~of--date epchandige, anc 
hava to handle merchandise, individu. containers.— 


Q fe thers any indication there var out-of-date mecchandise? 


WR. FALLS: I doatt think the witness should bo 


ee cetannatnatitnt tDet, A o PP LEE A CCLERLE: BT IOS eatin 5 CURT TTT AIS 


Z believe it is. 
HR. FOIEY: Fege 3, prvageayh 6. 


THE YLTUESS: Es, Prye 3, Fevagvepe S- 


OE SUES EEN ee ES tte 


oo 


paplaceome of ovteot-Fate maxclandioa at BLLi's Marcts 


St ee 


and Tiersea Crispino wes infecauent and davelved ealy ercil 


dance ean een eee ane te LES LOL TR A eA LI RLS: AB 


iiies usually of the lew volwas daley hy-peoducts." 


8 ee mas. ame 


handling of containovs, individual cowtainers 
schardisce es indicated fcv Coispino -- 
ity. Mathias: 
What do. you mean Ly the handling of individual con -ciners 
perchandise, sir? 
XY don't Imow hos aise to desesihe an individual contaiacr 
EF neschandise. 


4 


Where in the stipulation, what nontioa is it of hendling 


s 
‘ 
| 
H 
i 
| : 
i 
| 


. 


iteas of nerchandi.ce? 
The words, “veplacenent of out~ol-date marchandiee." 


Q So, the replacene:t of ovt-of-dace merehandise anc the 


et meee tere. a mens 
me 


billing procsérve ara the ‘t79 iteas that eaussd you te plece 


thin evstener in the £271 scoviiae sategory? 


sacteee 
LRA OE TET! 


A Again, that was not the billing procedure. ‘It is the 
ordor precadure. : 


Q The order proccan=s. 


& oO meme epep ene: 80 + eae Dan omy Seman: oe = neta 
Scenes canes eS 
: — 
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A Yes. 


+ <8 ew mme eee 


Q Tn the cese of Bouro Neder, viet cotktons of the stipy- 
ation caused yeu to chesia thi: varciewlas custonce £70.23 a 
Linitead custener to a fu.) cexylee custeuer? 


A Thess were tuo peineioal sok 


ee eee ee Oe ee ee EE OE OTF OS OA 


cort of complincvtary. 4 ow veading Seen page 25 poweieapa 
“Ret the Bordon ditvers ule delivered vllk and dansy bred: ) 
ucts to Bill's Werkets, Srot-lice Mavs onég Bruno Haleva 
nest to ourir. Esonrt of the dairy display case 
in these otores (waich did not lave coolers) and thesa stores 
did not receive sotation of stcouk.* 
Then I go on to page 3, parageaph DB: "That the. 
Boxien driver who delivered mili: and dairy products to Bill's 
Markets , Spot--Li. to Markets and Bruno Halepa replaced evt-or- 
data nerchandiee at no cost to che store and made out the 
stove's order few the next delivery after checking the dairy 
case and/or ecoler (checking both if the Rerdea drivere ‘ 
delivared both to the displey cause and cooler). 
And perhaps T skovild apply a supplezentary one, page 
3, para saph G" “Yhat Theresa Cz sispino, Gene's Food hOD » 
Brio Nalepa, Spot-Lite and Sduavd Truty weve billed daily 
hy “he Borden dvivers who delivered milk and dairy reeves 
to these stores end thay paid the delvor at the end of the 


@- 


week." : 


Q So, the daily collection and making cut of the orcers and 


Teva 


ao sareigo™ of Robert Gi Haveneyer. & Bee : “eas. | 


By itr. Mathias: ae ne dig : 
At the same time, sir, 48 dentntane of different wit” 
size of different point ‘values werg mixed to make a complete : 
as, say pints of half-and-half and\quarts of milk or buttons 
mi2}:, vbw points per case could consider theses individually as 
sc ;any points of buttermilk, a, certain percentage of a cace.of 
betve milk end & certain parecntaga of a cise oF haif-and-half, 
is that correct, 32:*7 : 
A I don't know how to answer that, lr. ¥athias. 
Q Well, you have already said if you hed a helf-eace of a 
particular product in a delivery, it vould have been considered 
as & half-cese of that product; that is right, isn't it? : 
A Yes. } 
Q To go back to your calculation of distribution and loading 
expense and the computer runs to whick you have veferve4 us, at 
the present time none of the computer runs we presently have in 
our possession wovld be of any value in computing out the truck- 
| loading cost which you have attributed to Mayfair in this case, 
is that correct, sir? : 


og A ° That is correct. 
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| 
their total purcheses that would be being considered? : 


A Yes. 


Q °° Kow, siv, the next 2ten ja the corpecison of A&P ead 
i 


vary 
Wheve would we foud thy eclewiaiteons tn Whihic 170 and coi 
panien exiibits, which voule inilent2 nev tne vaviovs ¢ccut 
elenents under tiis heading have been dexivea? 
A In Attachment 3. If am going to turn back to this flow 

chavt because T think oceé. sionally may be useful. to rofer 

to it in this attachment s0, tnile you ere formulating your 
question, Me. Mathias, wi f 3 Up. 

Q Sie, before leaving Attacament 2 dealing with the track 
loaling expenses, to make ‘un “hat wa haven't skipped any~ 

thing, I notice that the first page of Attachment 2 was not 
Giseussed by you in any wey in the course of your explanation 

of your calculation of truck lo:ding 2upense as carried to the 
competison of cost pages on page 2 of 170. Does anything on 

the first page of Attachment ? have a bearing on that truck 
loading cost? 

A Yes. On the first page of Attachrent 2 as on the first 

page of each of the subsequent attachnents we determine the 
provortion of Collars in that funetion hich are applicable to 
store customers, because that is then later accumulated in 
Attachment 1 and is indigated on this flow chart of the overheai 
gost, so it's raally yous option, Nr. Mathias. We could 
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Giciuss the first page of Attaclinent 2, but its results won't 
actually be used until we Finally get to Attachazent 1, vaich 
is “heve xe apply the overhead or we could wait until 72 go 


- 


thecugh each Attachnent and thea yoturn to the first page of 


to cere erates a) ee 5 ee mermene oe —naee 
eT PG LAL EE Se ITS CALE 


a 


“ *, 


eaci: of those attachments in disevssing the overhead costs. 


ames eee oe 


Q Well, I nets that thera ave 3 nrmbar of other pages 


— es 
oo oe ae 


eens 
ae A IEMA Bn 


ened to Attachzent 2 follcul ng whe various calculations we 

discussed yesterday and this nerning. Would they all relate 
to this first pege and the ealeulations thatyou have mada on 
the first pege? ‘ 
A I can't answer that gencrally. I will have to leok at 
the page. . : 

Io; there is one puge 5a Actachaent 2 which is 
specific to the first page of Atvtachnent 2. 

is thet, sir? 

nezt-to-the-last page in the attachment. 

is the calevlatieon of regular wholesale loading 
costs applicable <o non-stsre ‘customers? 
A Ri.ght. 
Q Sir, there are a nuvber of other attachments in here 
including various copies of various docwmnents. 


A tlel1, all of the other pages tn Attachment 2, with the 


excaption of this last one I just mentioned, are related 


* not to the first page of ,Attachnent 2, but to the page where 


eeewten eee eee oan i eats oo cemmnene Smee: ame an 


ba 
wa 


we finally determine cost per case of 1362. We can pun 


ee eee eon ee 
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oS 


wPeugh thea -- 


2a 


Sir, you hve not vefeeres to thee ot aay point in 
yous previous calculations. Tt mighs be halpfui Lf you could 


exp!.ain what use was wade of thit ih wxciving at this 


= 
wqmeeeter: ae ns seen mee nee ape 1 meet ee et oe See eee eet 


cos: per case of .1362. 


cee LI LOD LS LETS OAS LOLS LD CLEA 


A Yes. All wight. Just a ueaond, : 
q Q For ingtanes, I note thet there ase copies of A&P Ex- 


hibit 7% herein whieh is the hxenakdewn cf the OtHars routes. 


“theouth Harch 1965. I did not note any reference in your 


anwHe or eee ee ~ 


ia 


e oie 
10 caleulations to that page. 
ay oA Yes.there in ea xeference to it. Let me see if I can 


find it. 


L cart seca to prove this owt new, ie. Hathies. 


ei: 
{oe 


believe that Exhibit 7% was used to develep the number of <- 
Stwike that, please. 


what may be superflvuexs in this attachment and 


$5 not needed until Atcachnent %. It may have been insezted 


cae 0 hee ee ne ee Oe Reece Se URN me nome Aon 02 Om EOD, 


there in error. 


- omen 


By ifm. Mathias: 


Q These next three pages Follewinz ‘shat, at least in my 


boo%det, are various ASP exhibics which we just received. 
She worksheet cnrtitled "Caleulatica of zagular wholesais 
loading costs Aen ieabie to nen-store custouers,” are thoy 
relnted “o “shat compu ratiscn ox co they have semething to do 
_ wita the oarliey computation cf cost per case? : 


tos ewer eee 


qe wee wn wee emer © mere ste: «Ace EEE eer eemErs Aen Te Oe Oe 


oe esos 


oO ge ete emer ae Onn 5 ER 9 9m Cre Se * me 
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Well, of cxsursse, one oF Those 43 che Long workshcet 
which is now 1&0. 


Q Ll am veForing to what wee originally referred to o 


A Which is #SP x-69 and doen 13. 
Q And icon 12, yes. 
A Well, now, you will see that tiom 1f er Havch 1OG65 


a 


$s 192d in the poze entitled “Analysis of O'Hare Branch 

Ciesieal Expense.” You vemeitie> when we Were talking abowt 

the vendor vole? 

Q Yes. 

A | And also item 8, waich is ASP X-70. That was used to 

peevide information on the top line of thet work sheet. 

Q For the vendor sales? 

A Yes. And A$P X-76 which is iten 14 was also used. 

So those ASP exhibits were used as pavt of the developacnt of 

the vendor volume for March of 12966. 

Q All vight. Then I vill skip over for the moment the 
stv st page of Atta iment 2 as you sugzest, and take all of the 


first pages of the various ettachrents after we complete the 


othar analyses, so, turning to Attachnent 3, which is physical 


cistribution expense, on Att:aclynent 2, sir, where co we go to 
witain that attachment to find out how you have calculated the 
physical delive:y expense? : 


A In Attachnent 3, you mecn. 


C5 CA ALES LL LIS LOL LO LLIN, 


© see « 
pee oc NE ER TE TON TERT SCRE A NONE 


ene One we oe ee EE ete eee ee 


seein ns we ene wenn me = = ee eee eS OEE: ELE OS ONE OE EO RR A NE NO OSS! OTT Ne Oe CO 
cae A TCS TA TL IEE LL SPADE LLL DLL DLL LALLA, LLL, 


* 
a eae ai 


8369 
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ALL vignt. There a2 tuo ~~ iol, let ne put 
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$2 Usis way. Ths prepose of the doatmraurcation in Actech aent 
9-= £ WALL ralao you to this flow ehuet hero -- is to get ths 
corte per route day and thea the ecat pep serving minwec. 


bd o% ee ote 8 
CLL ug Pap Sag 5 Chg alae 3 


ory 


bed * or *, 2 ei (4 Deal %e* ee & 
Thea aswas Llhustested an ancitiar She. 


bed afly weftexved to now <-- 


COUPEE RO Wer ae 8 SOLED PAS LEA LOL RLO D8 ree el 


Q De you Pauember what exhibit nisbae that is, six? 
A AGP X-162. ‘That illusteates the applicetion of tha tine 


bald 


stancard to the speeifie stove we are concemed wit - in 
this case the iilustration was for Mayfair Feods. So thet 
betags us ~- the minutes per point opposite eZement 14 cn 
A&P X-162 -- can you cee that? -- coreespoends to this 
delivery time per point in tna flew chart ASP X-161. 

Now, the calculation of the delivery tine one 
point, which is set out here in illustrate form showing every 
one cf the detailed steps, that colevlation is the image 
your computsr pzople oe been studying. 

Q They have leoked at it, but apparently quite a few of 
those Figures ere now chenged. 

A Well, the basie prosvan will not change because of the 
Snput data, what is called constant. The time standards, for 
evaople, vill not change. Yhe nuchor of points that Mayfair 
too will not chengee The nuwber of cases that Mayfair pura 
chased will not change. ‘The etnies of deXivery stops per : 


wonth for Mayfais will not change. Tne proportion of glass 


¢ * 


ea Lipeis iain? ie ceew ie i s a 
2379 
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wilh aot chownece. ‘the Vincd miiurvtes per stop will not change. 


eo 
a 
a 


ASAE! SE OLS | OS ALONE at el Ce atte 


The number of steps per month wll sor change. The eoll:ctions 


will. aot change. 


C'd coy that the ealsnwdlation of che time per point 


J 


Sl 


(633 


Oe oS Re SEE = CD ES SORES & eee SO eeemere.. wees ee 


fox Kavfaie ov Too any of tha other austomavs will not change, 


but the ces per serving minute, will change as a resvit of | 


yesterday's coeroctions. 


Q Could we so through E:shibit 179 axd go through the 


vavicus sters thet are involved neve in determining the 


a 


physical delivery expense for Hayfeiv and for A&P? : 


a. 


A Yes, sir. In going thecugh Attachnent 3 then of A&P 
4 
X-170, we will: be developing cout per voute dey as shown on 


one cf these lower boxes cn the flow chart of AGP X-161, and 


2. en. enema aenemtrane © 


rs 
ie) 
sae 
cat aera a ee RE 
. 


then we will teke from ASP X-189 which was revised yesterday 


eee as 


the nunber of serving minu-es and that is the purpose of that 


AG} X-180, che principal purpose in order to get the cost of 
a 


serving niaute. 
So, we go through Attachment 3 of A&P X-170, 


rezexsber where wo are headed for. We are heading for the cost 


of wholesclie rowte day and the cost of serving minute. So 


en eae ARON nA REEN NE ANTES LOOT 
° 
fs 
¢3 
6 
es er 


it's basically accounting analysis as compared to time standardp 


a 


analysis. ‘hat's what wo are going to go through in Attach- 


nent 3. 


| 
| 
! 
| 
i 
| 
| 
| 
| 


a 25 is tha first step “hat wo teke? . 


Q AML wight. Now that wea ave in Attachrent 3, sir, what 
4 
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| A All wight. As in the case of Attachnent 2, let us 
2 | skip the first puge because that is eventually to be used 
31 in the oves shead cost caleulation. | 

: 4 . To to the page entitied 1-A, Physical Distribwtion 


5 Expanse Data, O'Hare Wholesale, March 19¢6, and this shove 


the type of expense which goos into the cost por reute day, 


ba 


and that is the purpose of this page, is to develop the cost 
8 || per route day. 
9 When I say of this page, I mean and of its support- 


10 ing documen’ tation, and it ineludes the vehicle cost building 


on™ 
il exp2nse delivery conpensationg related route operating ex~ 


) 


12 || penses, simetcas niperven ON CHVIEnSes foa the dollar enount 


expense ledger which is identified as Source 1, or the 


footnote 1, which is lobation 723 account 071 which is the 


13 | spent in those ‘cceestes in Harch 1956 are aggregated and, 
4 | of course, we will go pack to the source oom, but have 
15 | in mind that the purpose of this then is to get the $55,333.05 
16 t total cost of operating the route structure or the toute sys- 
17 | tem in March which we will thea divide by the number of route 
18 | days which were operated to get the cost per route day. 
19 IL Q° All vight t, sir. Going to the various expenses which are 
20 | involved herein, where do we find these various expenses? | 
23 | * All right. Vehicle cost of $12,4%0.22 is taken from an 
| 


22 
23 

24 attached Gocuaent of $12,480.22. 

oi 0 bs tinite a sun a ioe Mnante %2: ie sa deel: 


sir? — eo se 


e 
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A Yes. . 
Q 


And that would be, you said, acvoutn number 723 location 


- 071, is that correct? 


A No. Location 723 account 071. 


Q: "And the totel appearing at the bottom of that pzge is 
$12,440.22, is that correct, civ? 

A | Yes. | 

Q 2 note that there are a nwiber of credits incinded in the 
net activity ooluan of this lider sheet which would amount to 
$12,000-and-some, is that not ccrrect,sir? 


A Well, you have, I belicva, a more distinet copy than 


I have, more legible. IT see. onz of $10,844 transferred to 
budget, and I see one of 1535, I think. 

Q 1595-48 thatis thee expenses. 

A Yes. There is one repair parts of $115 and there is 
one of ~- I can't read the title, but it looks like $20. 

Q Depreciation, and $20 credit. 

A Yes, they total ovar -812,900. 


Q And there is one repair parts, 115 dollars, which you 


nentioned. 


A Yes. 


Q Now, was any study made of this perticular account, that 
is, location 723-071, over a period of time to determine 
whether or not those partioulsr eredits and this particular 
north were typical credits? 


a 


o ws 


ee eee <= =f =~ 
8 Ss & YS ao & 


f& 
is 


ee G8 SR 


— 
CT ee Se es a i ite lich a ale 
4 
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A Well, that same pone answer as a ‘iain given before on 


a wee Teer «Chl as wes i 
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questions of that type: You wind notice ‘that in’ the particular 
month which is Mawch the net of all the debits and erciits : 

is 312,440.22, and that is roughly a third of the year to 

dat2 expenses of $36,000, so it would scem that those credits 
are a paz’: of the nownal routine and are repressntative. 

Q . But that is only based on the comparison of these ‘two 
figures. You have not compared thison a month-to-month 

basis with che location card for this particular location 

and account number? | 


A | Well, I think that finding that ome zmonth is roughly ‘ 


about a third of a three-month uzpense inéicates that what was 
spent for that month is a reasonable representation of the 
nor-zal expenses and in ce credits ané debits. 

JUDGE HINKES: You say that third colman is the 
yeer to-date, meaning the quarter ending March 1966, is that 
it? 

THE WITHESS: Yes, three monthe, January, February, 
and March, anes months. 

By “4p. Mathias: | 
Q Do you know that this is developed cn a calendar year 
basis rather than a fiscal year basis? 

A I think it is. 


ot ORR mg renee mmmntecllantpmgpitilinnin Lianne Moments aoe iene a Pele ees Ton Sage 


Q But do you know, sir? 
A Well, I am going to repeat, I thirk it is. 


4 
e 
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, i "i Q ut you do not know fron your own personal knowledge 
2 that it is? | 
7 A I think it is,from my personal smowledge. 
‘| Q “Bat you do not knew for sure? : 
a A I do not Iaew for sure. 
' 6H Q And. you did not ianke cn analysis of any other Icdger 
i a 
7) ecards for this lecation ard this acest nunber over any 


period of t:ime? 

A ‘I personally did not. TI have given a general explena- 
tion of that before uhareby my staff did not perform an audit 
of the Borden accounting systcn. My staff was aware of the 
accounting system and of its woutines, and was instrueted to be 
ale>t for abnornalities. 

Q But do you know From your owm personal knowledge at this 


tine whether any analysis was mada of this particular account 


for other wonths in this gereral tine period, 1936, before 


and after in March of '66? 


a 


A Well, I think I have to say that I assuned they did be- 


cause that was a general instruction. 


a eee 


Q You do not knew whether or not such an analysis was 


e 


made? 


MR. FALLS: It seems tome, Your Heuor, that the 


question has been adequately answered. ie : 


? 


JUDG! HTNKES:. I think it is quite :apparent frem the 


witness's answer just exactly what he knews and dees not know. 
; 


ee ‘ e 


{ 
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By lir. Mathias: 


Q- Now, <?r, the next expense item is building expense. 


Whe:vre was the? obtained, sir? 


\. 
A From acct 723-098. And that ledger card or a copy 


of It is also attqcehed. 


Q And that ledger card shcws a total of $2,016, is tnat 


% 


correct, sir? _ . 


a tok 


Q Now, sir, the next item of expense is entitled delivery 


comensation and related route oper=“ting expenses. Whera was 


this figure obtained fron, sir? 


A I refer you to the next page following the ledgcr 


caric, the page called 1-B, which is a distribwtion of account 


723-023. And the actual ledger card for thet is behind it. | 


For example, on line 33 of page 1-B ~- 


That is the work sheet? 


Yes. 


oe eae OS eek. as 


Q 
A 

Q Entitlede Distribution of O'Hare Branch Deli3ery Expense? 
A Yes. You will find a grand total of 45,116.52, and you 


will find on the ledger card which follcews <he same figure in 


the expenses for that month. 


Q Sir, would you explain fo: us just what you have done 


‘on page 1-B of Attachment 3 in Exhibit 170? 


i | ae 
A All right. Well,:various sub-accotmts and the money 


for those sub-accounts have been posted on the work sheet, 


7 ; weehe 
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pag2 it, from the ledger card to illustvate on . the woe sheet - 


I have a line number that we will rofur <o ‘later.on on 

and over in the middle of the page there. is a sub-account 
munber and that sub-account nimber ‘cowresponds to sub-ncoount 
nuxhbers on the following Lotigen cerd. : 

For czaaple, ov this vork sheet you find on sub- 
accaunt nunber 2, which is lines munber 2, wages sre 
$14,409.10, and you will find the samz figure on the ledger 
card sub-account 2. 

‘And similarly valucs for expenditures for other sub- 
accounts on the Redger card have been pested to the work sheet : 
which is page 1-B. All sight. 

So I will stay with page 1-B on the assumpticn © 
that you will understand that sub-account figures, that is 
expense figures, have been posted to it from the ledger card. 

First, we got a sub~total of compensation. That 
is on line 5. 

Q And that included the wages of routemen, commissions, 
of the routeman, and the wages of the salesmen, is that 
correct, sir? 

A Yes. And then on lines 6 through 10 we got a sub- 
total of the fringe benefits, and the reason we got the sub- 
totals from lines 5 and 10 vee to devilop a fringe benefit 


percentage on line 11 which we will use later on. 


So, so far I have posted the mency spent for 


- re “8 ae ee ee ee ae re ee 
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com»enasation and subtetaled it, and I have posted the money 
speut on: fringe tenuefit:s and stirte talind it, oes got a reiaticn~- 
ship of “ene to the other as shown on lire ui 

‘ Now I an going to continue down that list. 
Eventually X am headin. towende lize C6 beeaucs that is tha 
amount of monoy, that $40,182.46 is tia amount of money you 
will find on page 1-A, where we started our questioning. 
Q Maybe, to sinplify matters, Me. Havemeyer, could you 
tell us what you have subtractud frou the $45,000 figura 


which you said is the total fom the iedger sheat to arrive 


at this $40,142.46? , | - 


A All right. TI have subtvacted ot the product waste on 


| Lins 32, which is sub-scccunt 17, beeause I will treat that 


2 ee a eet owe 


eee 


"Sa the at tC RCE ARCO ET TA IE mS 


ee ee 6 eee «peer a cepa ert Smeets Be ete ne mee 


soparately in another attechmant, and I have subtracted the 
sub-total of selling costs on line 31, so, if you look at . 
line 36, it says you arrive at $80,009 by taking the grand tota 
of $45,00( -- and I am rounding off as I talk here ~- 

on line 33 and subtracting from that line 31, subtotal selling 


and line 32, product waste, leaving $40,142.46. 


Q Now, sir, you say you subtracted cut the total sellfuag 


cost and product waste. Wheat have you included 4n this sub- 
total of selling costs that you heve sebtracted out? - 

A All right. If you wild look at line 20, you will see 
that the leyend there says you edd Linas 24, 26, 28, and 29; 
60 let's go back to each of those. 


ee ee eee en ge ann eretnenipemnnsenenpennstinateateetin te nT cen an 7 Sisal al etn OO OL LC CCC ORE A CC CNT LLL LLL LL LL LLL LLL LLL LLL LOL A 
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Line 24 is the Salery of the salesman plus a 
fringe benefit of 19.42 percent which is the fringe benefit 
| percentage we determined up above. Then there -- 


— That would give you a total Salusman's conpensation of 


22€6. 


A. Yes. Then there is a Separate wilfeare account for 


selling personnel called Eordcn welfaira sub-account 8. 
Q The salesmen are not numbered? 


AD That is right. And then you have lines 23 and 23, the 


travel expanse and the 60-callied cther “perese asecciatéed 


with ‘selling. 


Q Sir, whet oa the ledger card location 723-023, or what~ 


eve:? apenas of secord indiestes that the travel expense 


listed under schcnseoune 36 and the other expenses listed unde 


sub-eccount §0 are attributable to the salecnen's expense? 
A Well, the vehicle expense of running the route system 
is. separate in accounts 723-071, so this travel expense in 


‘sub-account 36 is not related to that. This is travel expense 


« 


of salesmen and perhaps branch manage>s, but not of the delivery ; 


sys'tem. 


Q Location 723 account 071 merely states "automotive 


expense." 


nec2ssarily excluded the salesman’s cars,ies there, sir? 


a 


/ eos ' 


* 


22 
23 A Yes, sir. 
2} Q  ~=s ‘There is nothing therein that would indicate that it i 
i 


+ TTC Le ee a ee Rh 4.:AiNah Me-wisen ® «9mm some ee o 


. Testimony of Robert G. tae 2775 
the nature of these other expanses, ich are not otherwise 
described, to know whether they are salesmen or delivery or 
what~have-you. Now, how do you find that out, if you did it? 
: . THE WITNESS: ‘the detail that was availeble in the 
accounting syste in '65 is rot available in these cards. 
They changed their accounting system. . 
3 JUDGE HINKES: “hess cards" being the ledger 
cards? | | 
(THE WITNESS: The ledger cards, in 1968. So I 
cannot refer back in 1966 to <s much detail as was available 
to us in 1985. For soma reascn they changed this and pro- 
sheds eussactes vather then datail, but I believe it is a 
logical assumption thet there was a continuation although 
they changed their method of posting there was a continuation 
of the basic accounting method and the basic accounting charges 
in '66 as in '65. 

Now, in 1965 I was able to get explanations because 
mora detail was avaikble. I believe that, if that detail had 
been available, I would have been able to andwer in that 
degree of detail in 1966. So we have a company which has 
continued in operation, it's continued in the same aves, 
it's continued with branch oporations in the area, it has 


changed its method of posting the figures so we do not have the 


| detail in '66, but I believe the detail that we went through 


_ in 1965 indicatas why this is properly associated with | 


os > = 2. 
ey 
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cout alom ent, A, 


* 


JUDGE HINXES : All right, we will tae. five win tes. 


(Brief sceess) 
JURGE MATHIAS: You may proceed, Mr. Mathias. 
ay Tie. leathioss ae 
lie, Haversyer, the next jten among your aieeting cost 
elezents listed oa the second page of Exhigit i70. ia ecanection 
with Mayfair Foods is "Branch clerical cost.” Would ycu 


amplain to us uhere we would Find the caleulation of that cost 


in Exhibic 170, sir? 

A Yes. Plezsa turn to Attachvent 4. 

Q Yo we again ignore the fizst page temporarily and zo to 

the ‘second page? 

A ‘Ye. The purpose of this page is to develop the cost per 

delivery ticket which is shoim hy tuo-thirds of the way dow 

as .7286. So this page and supporting documentation are for 

the ‘purposes of developing that figure. We have previously gone 

tchrouzh this page in attachnant 2 for another purpese, and we . 

went only as faz as. Geveloping a figuve in a btink’ space in the 

vendor colunna oonectie the line captioned "Tiers . 1 Maxch 1966. 

So = tivink I cught to stant at the top, twwnich. you. probably 

understand by nov, but vtavt at the top and work oue wry down. : 

| tn the first place, the first two lists of figurer epposit 


the caption "Iter 8, O'Mare, &th pericd 1965", are taken fron 


@ Borden dowuzsnt which is. AGPX-70 which is tha next prge, ani 


PL Nek 2 KTP Sole oe ees a if 


1, : a7 ef 
1) you vill see ¢ . f 
‘one See 1: , ane > “4 PS oe ae 2 e 
| _ Oo Geoups of circled Fig.ces, the first one beir 
A) BOSS ee es 
: | ek ea expengce Lor offen cost ~~ 
a 5 2 x4 a S 2 2 . . =. é . Y . ‘ : 
3 ! . Q Noi, this is for the € th pecied of 1938, is tha: right, 
4 | Gin? o . — 
Hl mt. ee _ 
g | A Right. Tre total is 95,758, and vhe other four £: gees ‘to 


Peal 


6 the right of that ageragate te that total. 
is 4 Q Birr ts =. £4 
? fl BS LINE CIguMes anpene mder the headiacss “whol esele 
t -W wort ‘ : Fy : : 
v bulk", “wholesale vendsr DA. “Coumcer”. Ig that CONTEC, 
ee Hoe a | 
S$} Gin? 
ec ae 4 oe ee : 
1G F 6S. sand those axe the figures which are posted cn the 
fe os : 
21 ; Saccad tine of dete of this u])cxrk sheet opposite the caytici 
a4 
Fea . : bee 
12 | Expense dol. lave”. The figures on the first line of acta on ! 
13 i this ucvk sheet opposite the Capticn “points” ; ze also taken ~ 
; : 2) : 
4 os ae 2. 
14 } rom ASPX~7"! Goym at the bottem of the page, again a series of 
15 circicd figures, = 
1G | Q these -stin-are sales points for fifth pexiod of 3965- 
i : : 
-b - : : 
’ -—<- o 2. e 
17 fs that corzact, six? oe 
1G | A Yes. : 
1 8 All right, siv, what is the next step then? - 
A Wow, the third Line of date orn this work ‘sheet i opposite 


zis eaptios “Iter 13, Eth. period 1965", aia this is fron 
‘AGPEA78 whink. 13 the second page attacked." | 
gf Q Again I oS Liowe 2 there are corzections. needed in the, line 
nuubeve there. {t would be 66 and 70. 
‘A Wane 68 and 70. : oe ce 


“weal | 


he) A if we ave going to get into that I will have to leok at 
i 
ty ‘ s 2 
: 20 |} the chart of eccounts. fay. a pileaes? | 
21 
Pt 22 
: 23 
£ 
24 
25 i] A Yes. 
f 
f 


441 vight now, , Mr. Mathias» what would ba your question? 


. 


OO4 * 
Q T will prepeat my question. Was the 723 subaccount #2 the 


only office 2 “pense account for the O'Have branch? ts that 


t. ee ee Nek NAA Bee Gh YD Roh Chet Fe COS TVA I esr ed 
WG just used that as a means ‘of proportioning. 
2 | Q a2 — sin, How, yeu have obtained tne $31,060 figure}. 
31 from hs lucation 728, account GOL which is listed as O'Hare 
4 office expense On the chart of accounts. is. that right, sir? 
5 | A Yes, sir. : 
. | Q And what have you Gane sith plea siv? - 
? | A Now, wea have apportioned that: eheng the Love cateporices 
8 of business in ths same proportion as the percaitagas shewa on} 
g | the lina above the $11,090 postage. - 
10 Q° in other words, you have apportioned 100 percent of that 
11 i $11,000 figure to the four categories ef sales enticled wholé~ 
: 12 sele, hulk t-Tosale, veneers and cotnter in accordance with 
1S | the perce entages you 1 had computed on the line above. “Is that 
4 correct, sir? 
Si A Yes. 
16 | Q Now, siv, losation 723, account 00h is the only office 
17 expence account foc the O'Hare branch according to the shart 
| 13 = of accovnts which is AGPX-37. Is ° that rot correct, sir? 


not correct, sir? ae ‘ . 


ca to i) 


st " PAS 2 Cape len yg we Se Te wy wee ; 3 a errr 
‘| Q Now, sir. the 0 'He-ca' 5 tad ited oe aan 
™, the ace branch also op2rated 33 vatail coutes 
2 according Lead AGP Bxvhibit 77. Is that not ‘txue, six? 
3 A 772 «Could you chow me -77, please? 
| eee ee 
. i Q 30 thane seeaka bs clenthad? panes for those 33 retail 
g | partes, vould there not, sin? Ws 
7 || A Yea, Lowowld think so. 
8 Q ane they have not been apporticned ov taken date wecovnt . 
2 iH ia your aprervtionzent of the $22,000 c£fies expense for CP Hara, | 
19 } branch for March of ‘66, have they, sir? Es. : ae | 
1 A Io, they haven't, and t am trying te think of the rezson . 
12-1 for : 
13 : 9 anayan youre question, none of the $11,775. has been 
‘14 : apperticonsd to retail. i. : 
15 | 0) ALL right, siz. Going On HOW, sin, wnet is the next step 
16 | in eats enleulations? ee ee | , Co 
17 | A — we ies estimating the number of delivery tickets op 
res | seles slips that would have Seen accumulated dasing this Honth a 
and you way recall Yoom ASP Exhibit 180 that there were 6,039. | 
20 | deliverics wholeszle. That is found on line 3 of coluim 17. 
at | Q Did this include tha school deliveries incly“ed f° column 
22 || 1 of RASP. Euhipit 120? 
23 | A | Yes. « 
2a Q And those sehcol deliveries were computed in that instance 


@ 


‘on the basis of 27 delivery ‘jays, wexse they not, six? 


ia 39 A wer wm ng Tes 
, 2780 


ay Y ‘. ; ag : ¥ - ’ @ 
“MVE WAG based on the actual number of dloiveries to these 


. “Sere 


. $hOo.s Curing the month. Ye hod a discussion on that this 


MOLL. 


Q £ stan? 2-yseted, sir. All vight: 


fl : 
A Yes. 

Q Mad whet hava vou Gower oh: og teeny : ae - 
w ASI Wea LAVA YOU cont then, sin? 


A ‘hoa ve estimated the nunbed of celivary tickets cn the | 


two school routes whieh are not reprssentod on ASPZ~-180. PAcre 


. 


; were iyo schcal vowtes at 23 xovte days apiece. 46 rorte days 


Q Sir, that 23 per day, does thet mean the two voutes were 


A Yas, each route, 20 achocls. : 
Q Hach rowte sdeved 20 schools, 886 selene altogether, then? 
A Yes. 

O Gin, wnaenwe do we Find thet information? 

A Turn to item 12, which is ASPR-7%, which is also -- Tf 


think it is tha last pege of that attachment. : 
Q 33 is the breakdowm of the O'Hare wholesala : 
voutes for March of 1965. Is that correct, six? 


be 
®, 
2 
a 


A Yes. There ig the only soure2 recosd we jeve:: of the 

“numbe: of ctu by route, and in the Jeft-hand column about 
palfway down the page you will find thet it says school route 
Mo. 2, &% 5, ant 85 and as you read acvcss to the column where 


i 
serving 20 schools ov just whet is the meaning of ‘that? 
cj 


a 
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me figures posted -~ you probably have a better 
;- COPy “hen I do, 


thers ava so 


. f think the figura js RIG, 23, 18, and 22, 
NeSEectively, a | 


ER. FALLS: What? 


oS Oa eect 
THE WIRTESS: 16, 28, 28, end 22 respectirals 


By Er. Mathias: 


2 


Ves theme. lem nee < r o% 
9 “EDO ChYSt tac nwusbar of gChGols sesved on each cf those 


routes at that tine? 


A x Coe 


* 0 fnd in <2 inter 


the sumber af school Louvres 


hed been reéuced to two, is that 


CODYSCt? - - 


A That is vight. 


Q Now, sir, what information do you heave that there ware 


20 schools per cach of these routes? 


A You meen the ones in March '66? 


Q . Yes, siz. 


A We hava no information stecifically on that, but it would 


certainzy seem logical that if they have separate schocl »outes 


in Favch 2968 that they will structure that powtion of the 


route system to be about the sare as the route system for 


serving schools in March 1965. 


Q One of these routes in Merch of '65 served only 1€ schoole 


Is that not corract, sir? 


A “hat is right. And two sezved more then 20, 50 we. vsed 


8475 


im period between March 1965 end haveh '66 
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anaverage of 29. 
Sk wodiievad eo ~ a ee ee = e 

Q But this is stvietly an estinate. You. do not imow how 

ws , ethane, 00% sop g Ne 2 

MANS echools wer. sceved by the txo echool routes in Macch of: 


1966? ‘ 


Ny y F me 2. Me 
A enat is wight. Oh, wait 


it. 
m No, £ don't vecell it as 22 astimnate, I say it is Lased upo 
reabistie data from Haven ‘65. : 
Q Tat: you nave no specifica hte for March of 1966, is than 
not compasat, sin? : | 
A §¥ox : oe oe 
Q Hor bacs? vaon this assumpticn you have caleulated out 
926 delivery tickets for the echoois, for the tio schocls. Ie 
that the effect of this calculation, siv? | 
A Yes. And you have added these tw 6,049 delivery ships that 
you have caleeLated out for all ‘othes custoners on the wholesal 


vouten. Is that correct, sir? 


A Yes. 
Q How, sir, isn’t it true that a substantial nucher of the 


eustaouiess on the regular vigitmante poutes were daily paying ~ 
euctoness who paid the delivery? 

A < have forgotten the nuaber but there certzainly were a. 
numter. I thiak we discussed this before and I don't tamember 


“what the aurber wes. 


Q X just want to establish that there were a substantial 


number of such customers et this time. 


7 . * . 7: Me SALT GVA .'s SANLDLC ft | 
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. 4 A Yes. : i 
. 2. t pre cnix 2a s Pf * y 
a | * CRLY GUIddLing about the word "substantial". I doa't 
“ “Y, Pekeaeer tha nunber and T doen't know how you characterize 
} i “ 
’ | "subsite racine ‘ 
& 0 Yel} Wests i . 
Ctl, OA Svhibit 190, fox instance, aut of 72 inde renitone 
: § | ; - 2. 2 2. « : m0 i he e 
i Btorves you have $3 boing listed as receiving Gaily coll3ctions. 
i | A) Nee, : 4 
8 | Q Js that net correct, six? 
Fe & Ves. 
id | Q MOt 5 aiv, how have you used this total 6,969. which you 
1f ai obi echiinn dy addins the data for the veguilar wholesale 
ia | poatar and tha tys schools? oe 
is ll a - The arvet of money ellouated to wholesale, 65 7056.45 
14 | was divided by the nuxber of delivery tickets of 6,969 which | 
15 | equals $.7256 pee ticket. I have to retura to your. question ‘é 
. oe) - 
1S about cash customers. This question came up once befor2 and I 
t7 | believe on redicect I indicated that there was also an 2zctivity 
: 3G agseaieted wv ith jzst cash custo sang thet world not be ezsoclate:s 
io |! with eredit ‘customers, so f Gon't balieve that the fact bass 
20 this money has 220en divided by the number of delivery tickets 
2i i indiczcas that it is that we have overcharged.’ i 
22 Ij Q She calewctiens in conection with the cash custe BETS 
r . 
23 | were not the it extical tyre of service is was necesnaxy ta 
| 24 |} connectiva with charge custowers. Is that. not screstletda sic 
25 A Hot identic 
if 


: il : : 
4 . 
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ri 37, 
an right, sir. Now you have arvived at a figure thormgh 


7O370 DNV Tas ny. indie me code 
Yor erlevlationys of epprczimetely 72.5 conts por delivery 


ticlhec. Is chat correct, sir? 


A Yes. Another way of characterizing that would be 72.5 


G & w ts 


5 > « st fe Ps ~ ° o “ . 
cents per cclivery, althovgh the word “delivery ticket" vas 


used just because of what I seid in the case of cash customers. 
Q That is the beanch eclexicel expense that we ave talking 


about? 


A - That 4: -42he. 

10 Q So according to wna caleviation for every delivery or 

Ww every Gclivery ticket thére would be appvoximately 72.5 cents 

| branch clerical expense encountered in connection with the 

IS making of th-: delivery, or the making of that delivery thekat. : 
| 14 | A Yes. | 

oe 1 Q All vight, sir. Now, in * pneetiaes calevlation ea: /s 

16 | siniaty sort in Exhibit 142 to 152 you states that this bottom 

17 portion vas not applicable to your calevlations, this part on 

18 ? 

19 | tus numer of Lines on the whole ticket. Does that still hold 


Mera 2 
true or have you used them in this calculation? 


A I am going to need a moment to answer that. 
Wa did use that, iir. Mathias. Fist, you mow we 
 deterrined the cost for -AeP under tue conditions, Mainly the 
total business, that is, private label and Borden label . — 
combined, and then for private label enly. Now, in the case of 


the private label iyems, the number of Lines in private label, 


20 
ol 
23 
H 
24 
' 
ft 
r 25 
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the total bucintes, that is, private label ond Bordan iabel | 
i combined, the cost of ough Ly 72.5 conts pev Celivezy ticket 
a : ; 
was divided by the number of points per delivery in or’ar to 


Get the cost for that condition. . . ‘ 


. itesm, and the number of lines represented by Borden label 


itexns, thich totaled 38, and apportioned to private latsl1 


expense in eceordance with the number of lines it represented 


as conpered :i%th the awnber of lines the Borden label | 


° 


represented, is that it?. 
A Yes. 
Q And through this you assigned 28.85 percent of this 


oF the hotton sestion of this page. : 
Q You tock the number of lines vepresented by privat:s lsbel 
clerical cxperse per ticket to private lebel sales, and 71.5 


to Cordon label sales. Is that coxract, sir? 


. 


A Yes. 
Q And then is there still aay meaning to this botton figure, | 
that next calculation? 
A No. 
So you aia not use the bottom calculation at all? 


Q 
A Eo .. ' 
Q 


So we Gan seretch it out and forget about it. 


at? 
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Now, sin, having avrived at there various Zigue.s, how did 


-yYOU Use thesa in dcternining the chemical cxpense of tha 


individual customers, sir? 


A . We divided the cost per ticket of roughly .72.5 ‘certs by 


the aunber of points dclive ed per colivery to the particular 


customer, 


oe ee 


the case of MayZain would you jivide 
ccats in order to azrive at the clerical expanse 
LOUP total points for delivery, thet is? 
Nov, this diaa't take into accormt in any way the aunt 
| were use@d-on the delivery ticnet, if ‘thes wag 
any, to Mayfate Poods, is that correct? 
A No, because here We are talking about the entive Calivery, 


all preducts, — ; a) 


.Q iow, siz, in the.cese of Mevfair, at least in the original 


| 
| 
| 
| 
! 
. 
| 


| ,evhibit -- I dont know wheter this figure hes heen cheaged 
OP NOC ~~ this cane to about .17 ecnts per poiat, is that - 
correct, sir? : 
A No. You are off by. a decizal point. 1.7 mills. 
Q 4.7 mijls per point?. 

Yes. 

Fos, sir, how was this figure arrived at for ASP? What 
figure: was divided inte this 72.5 cents to obtain the ASP 
figuess? 


: 
| 
| 


SEUL 


re 
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A Yoll, 2%: + Po. 
y Ae Tou divide: .7286 by the A&P volune, total volune, 


and divide Hb wis | | 
ed by "52 points, which is shown in AUP Bxhibiz 180, 


columa 1, 15 ‘3 ies a 
> dine 18, you Will coe up with a figure of $.3026H2, 


iaydientnetnedanaethagine tiie tnt an 


LF LE OO et LE NT TS AO So eee Stee ae wee. 
* 


whi tnt? 5. 
which you ane ind on all of the subparts of ASPX-261 ‘mder 


the Colrmya 3 any wad * ’ 
lv for ASP poivate lakal and Borden label combined. 


the first ; ee ee 
ivst two pases, dacaus that detail wes not shovwa on 


ot a ey ee Se 


FIST THO Das, bw on AGP-1C0C theeugh %~§. 
te ay M4 ' of! ° a 
. other words, theee are the figures thet shovlé avzear 
its 172 theough 179 for ASP in each instance? [fs that 


. SOPrsct? 


SP OER ATS A este a ee EH ° 


Q fae that would be fox the purchases of total private label 
and Borgen label, is that correct, sir? 
Yese 
there is * is appearing unde» th? column 


basad on A&P purchase of private labei itens caly, 


not, siz? 


Right. 
() fund how a wee avrived at, sir? 
A You divids .2102 which is in the section -- Well, in the 
eecticn whieh apportions the 72.5 cents on the work she2t that 


we heve heon looking at for some time. e 


| 
i 
| 
| 
| 
2 | 
et 


That is back in Attaclment 4? 


omens ae 
© ee SRST SRLS + F608 ESS 2 SPENT aS ae 8 AAD OES OE ts ES op ON 


That is corzect. M i 
Of Exhibit 17Q, where you have divided wp this 72.5 csnts 


< 


EE owe ee  ee e 


to 
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? 
“ 


gee ee come 


I 
| 
| 
| 
| 
| 
| 


| 


| 
| 


; 
| 
| 
| 


A Yes. Wait. Mayfair has no private lebdel. 


per delivery cost between the 11 private label items ani the 
27 Eorden lebel Lines, is that correot? 


“het ia coreszct, 
Q And you have taken the .2162 cost there and what have you 
divided it by to avrive at thet ~- : 
A I divided by 197.8, which will. be foundcon A&P Exhibit al 
colvan 3, line 13, 
Q That is tae points dsliverd of private iabel? 
A Yos. i 
Q Now, siv, in conneetion with this column in which jou have 
computed out the Sranch clerical costs undev the hezding “Sased 
on A&P purchase of private lab21 ices only", the branch 
clerical co-t 2 computed for Mayfair is based upon its total 


purchase, ig it not, sir? 


Q That would ba including the 11 producis covered by the 


; C- 
private label areangenent as well as others? 


~~ 


*~ 


Q The 11 ereduots covered by the A&P Borden private labal, 
as well as othar products? — 
A Yes. 

GUOSR UTHKES: Let me ask yeu, caning back to thet 


work sheet in Attachrent & where you divided up yous delivery 


“expense, claricai expense -7285 per delivery: You then broke 


that Coxn kased tron the celationaship of tha private level Lines 


* *% 
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ay or’ 5 ‘ 4 : res * 
Hrd tie Borden label lines 80 thet you attelbuted sone 28 par~ 


cant of the branch o1 


Sneed dalieuaedie 


lines, tn Si... — ; 
“ARES, “nd 71 percent to the 27 Bowden label iteme?- 


‘ptr. peas . a * 
THE WETNESS; Yes, this perteins Oaly to AEP. 


Caliuetpeostaaenapendiee ed 
LOL TT A Rett a I ae ae ama 


JUDCE NINKES: Yes. 


‘New, when you say the 11 private Jabali lines YOu 2H 


‘_ vale - 


as“ 


eae 
wn bee a 


SNS lem news YF cuca, os ed 
POE ie Tess ROW L poeuns of quart hemo and helf--allena ho ee 


ether pwivate label items, pat WRN you speak of the 27 other 


inc ry ac ne? = Q \ 
ALHC BR You SPs spoaki Of yogurt and so on that were never 


Lintiallitheneaieen-andinnieadt tn ee 
wom . 


widory the A&? label but you are dividing the 


‘we 


amaueinnee 


St nclepanesuitimeamae ee 
al et atest 


MeLer of lines without refevence to th 


PR a ER ee tht nee cee ene 


WITNESS: Yes. Letts censider the funetion ow 
the activity that happens in the elericas. fiincéton. They ave 
; a i us 
in the clerieal function weconciling figures whieh ave on lince 


Now, on an ASP G2livery ticket there could he &s many 22 33 


F 
i 
I 


quantities posted, 360 of this and 20 of that ang 60 of this, 


. and so forth. 


ane tee 
eae eS 


MENKES: And 38 lines? 


privote lab2 


*s4 


* FHS WITWESS: Yes, 11 of which might he 


Now it takes no more ntesurable tira to multiply 


ones 

! . 
Reenpneetiienee 
+ et ease Pena 2 


aa it does to multiply 13 by a price, seo tha 
erpermciowzent .of the tite per ticket betueen Sie private aad 
Sercen label is on a basis of lines, . 
JUDGES’ HUMES: Very weld, | , i re 


am. MATGIAS: This wovld be a qZood “tine for a chore 


. : 
flip mpage tlt ata et aapageadionat te ee 
POL OR GAR 8 Eee Py Rl Wa Gt ae 


=— 


! Hibs or silite, coiites 
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rece32, Your Honow, 


JUDGE HINKES: All right. And let's make it a short 
one. 

(Brief recess) 

EET? "TTS 3 On ‘thea tecord. 
By Mr. Nathias: 


Q Ketusning fox one menent, He. Havermeyer, to tris jsovtion 


of Attachment 4 ia which you have computed out the analysis 


ef O'Yare beench clerical expense, and dows iu this portisa 
Vhera you uve apportioned the amount ateribu cuble ” tne 
> this caleviation of yours where you taka. 

11 private leb2l lines and 27 Borden label Lines, is kased 
upon ths premise, is it not, sir, thet all 38 Lines are novmall 
usec in billing to A&P? i) 

Yes. If you look at the billing summaries you will see 

that is the facts 

2n you are talking about the billing susmarics,— 


individual store delivary tickets as reli, ara there 


isn't that assuming that those individual store — 
“92 the 38 Lines each day? 
pexcsmber, in the billing work that still there 


are individual tickets, when the bill is made up for A&? by tie 


Borda: clerical group it ie a summary ani the evmmayy tiovld 


12 private Yab21 items evesy day ynu eight hava taken ¢ end 


a : waa, -(etes 
| ‘inelude all those items. 2791 : 
2 7 Q Yes. but shove “summary. surnacizes : number oF daily sites 
3 i} tickets, coas Lt not, sir? | 
4A ~ Yes. 
5 1 Q Ané this asymp tloa dpnceeiden tae at ie ; chad won your 
6 | @a aily dclivery s Slips assumes that the 38 lines are used on a 
7 i Gaily hasie bye tach store. Ie that eorrect, Bin? 
8 be No, I think ‘the assumption is a little ditfereré chen that 
9 | that is : taakt the solats Soeship between the munbar of private 
19 || label items taken end non-private label items taken would ke 
ti H épprovimately in that ei a relationship. 
12 | Q Sir, the figure 6,089 above in. which you heve corrated 
13 lt ut the number of deliveries or delivery slips 2n some instances! 
14 thoge include, do they not, six, according oy Exhibit AgP’ oe 
“| 2,322 ditivecy slips to A£8P stores for each one? : 
16 1 A Sea 
17 | Q Now, Lan't there an asstmetion ‘built into snag ealavlse ction 
13. at the botton that on each of ‘those delivery 3: tips ‘a total | 
19 | of 38 lines isa seed, 14. oe private label 13 ines and 27 boing 
20 | Borden labs? lines? : , : oo 
2 . A -HNo, I thougat I answered. that in the previcus question, 
22 but tet ine di again. I Bote that it a aot be «2 absolute 
23. |. frumber of i and 27, but ie ‘coud be more ety ‘@ aaletion- 
ee : ship of roughly 73-30 percent. For exemple," instead of taking 


baad ws fl _# 


z a 

i » be 8b af pes...’ 

i 4 2 ODD: OIC, tars: *t,, eae at2 -. . a e 

f he % 105c1l. The Y2letieiship botueen the tuo of 
' ‘ 


Nea? vevld ba 


wt 


> you did make ah analysis of route be ok 


a 


Si, BBB Ble ah cS le GAMES Aa RAR Bah oh gutta Se 
acces 
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20 G2 noes noayl » 4. : 
; = 0s BCexly alike. 
i 
z 2 3 @ . 
; - ‘ oe eS 
: OM $8 “PAS thaa2d ot; 2 y 7 
i ! fi wLRLES * Foie: 4 . . ~ > ° 3 = a ee 2, 2 . 
Ez i & Ot en anacysis ef daily delivery tickets op 
7 . 
Bi ¢ 
‘ ime ‘ S3 ¥ 3 ome boats a * 
i j UPOR your essunption? 
es le a2 i 2 : 
ce} y “Hee ‘ . i 
< i A HE 28 Bsa create $2) haitivs elanned mop “eka hart: = seas i 
I i gee FACU SE Gtr PSG SOULE: BOON Po 2 2TSS. , 
| & f To. et Ia7 = 
i ; § ‘ a F a: . ake ceo or. ~ s ° 
|. ‘CO, Gre Melivcaey tickets are not availeble at this tins bxt ve | 
7 } 
§ 2 i et Bir ieee hes ‘4 a Tey gery | Ge JA sy ey - or 3 rs _ < 
{ a ACG ‘cna comie book peges wrere the dicta was aveillai-le. 
i ae 
’ 
t LS pecisarer, Gla ven not. sir. ir annnects S23 ant ; 
j, Ses GF GR NOt, GIP, an connection with Attachme.t SD, 
F i : 
: 16 ! 
a ef 
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2 
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i 
© 
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3 
3 
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C3 
a 
ie 
2) 
ct 
QO 
0} 
{+ 
Sy 
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A 
Q  énd would that be the scanzine to wiiech yor rsfer? 
A 


That would be some of it, plus the billing sumnari2s, 


Tee OREN Nee oe + eC een Fee 


ty’ 
a 
Q 
ty 
$s 
cn 
(es) 
Ri 
rd) 
cy 
y 
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ood 


all the woviec is done om the Celivesy tickets. 
¢) Fo, sie. As a matter of fact, these is a colivery ticket 


then a svrmavy billing made out in most aveas. Is that not 


t} lou, six, in the case of Mcyfair you stated that -- and 


ve. 
ray 
a | 
¢ 
Q 
Pad a 
ee ¢} 
is a 
cr 
®% 
fate Ise 
7) Ls) 
ce) 
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re] 
en 
® 
 Prtehn Se iy SPREE MG EPSP LIM BATE Se AEA: Oe OEE TERE GD CB UREN PLING LO LEELA ORLA GOOG By 


“rdch is Exhibit 173 -~ you stated thet you took this 72.5 


cants aoproximately per delivery tickets and divided ti.at 


oo 


xy the invechbay of points per AcLivery in order te enrive et the 


bror:ev clerical esst for Meyfeir in Exhibit 170. Is ti:at cor- 
si 4 rt 


od 


° 


rect, sir? 


A yy “2 & ‘ b 


ga ae 


o 
x 
* 
{ Aunuine, dna dvatpetn tedumne-ddl hepeaguhandlta-damenstens anil necpasetammdapeaneateatadarencaaedanmmmate emmamaadadio ttanbamantagatimmieaentsn ade ttcatieesammtamattti nent eeek atin asamttibon tidatiaaeanpern] 
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ee Cas a 
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20 customers who ara grouped Sonether in one exhibit, azain 


‘ Testimony of Robert G. Havemeyer - See a 
: | Q _ Rox, in the case of Exhibits 172 through 178 we have 
P provicusly diocnen sed in conneetion + with your eeleuletion of 
3 i delivery cost “no mannce in which you arcived et a eles ated 
4 ig gue or prints per delivery for each of the cthez seven 
Ss ; Gtistonmans Scpras sonted by Exhib tes 172 + throug’ 178. Was thie 
S | Calewlated figure the one that you used to aivi de into “his 
ood 72.8 cants i ay ene of exhibits — through 178 to crt: 
8 nine the bianch clerical cost? 
9g A Yor ave ra faring to ths cal wleted pointe per delivasy? 
16 he Yes. : | 
P. - 
at | A Yes, that is the figure we used. 
12 Q Now, in the cage of , Exhibit 179, which | is the oties 
| 
j 


geing down through the calcula tion of delivery eost ‘in the 

fifth <ep of that cal eulat tion we arrived at a points par 
delivery caleylation. 

c Yes. 

Q Now, in each of these instencesa,:ia ‘the Justanue cf e2ch : 
of the 20 store 2s an Exhibit 179 was that celeviat ted Fisira of 
the numbes ‘of voints per Celivery divided into this 72.3 conts 

4 
to arrive at.the branch clerical cost? 


° 


- A - Yos. 


Q : Yow, in each of ‘these inetances in Exhibits 172 th ough 
i 


73, in the case of A&P in the colum entitled "Banad 0.2. ‘AS? 


LE CSL TLE ELITE TS OTE Gest IN * RE | OEP Let ert, a ERENCE Nene tan etPnagneeemabctee 
. 


purchrwe of private Zoisl itoma only? this branch oli: 501 ence 


id . 
: oe 


fears 


HQ182d upon cho 


| 
Ft 


wee of those 11 Linas only jn tho delivery 


. 
; tieket, Is that correct, sir? 


Yee. 


Nov, Sim, raturning to Respondent AGP Exhibit 170° and 


i the next iten of marketing coat elements which you have listed, 


t 
| 
efi 
c 5% Wve ¥. we eee @ J i ~ e ‘ 
{ product waste, would you explain fer us, sir, how that zaloux | 
. 4 lation was mada? : 4 
& Il | Hn : 
. i A Tupn to Atézzheent 5, pleasa. And again Let's pass by 


A 48 you will note here on this Secone pose, we come Cou 
to & figese of cost of neturas pap point of 6/0010... So the 


purpose of this page and of the attached doewnents is t> avpive 
; at that figure. : 
Q £ see, siv. I was looking at en uncorreetcd copy. 


ou pardon me just for a moment while I muke sowe 


“ 
ed 
Me 
fet 
be 

& 


* 


ts sold, O'Hare wholesale", aca taken fron 


20 a faniliar docwnent which is attached. This is an ASPE-76 

at 

22 on this flow chavi which is .\€PX~165, wie are going to é&séuat 

23 | the points sold to stores receiving Limited service, and that 
; ° 6 

24 | is what we will ie doing in the next step, ad they wera the 

25 points cold tt AEP ‘etores waish would be found on ASX~Lét, 


| 
of 1,£203,720. ie are now going to deduct from that, es shown | 
| 
i 


WN Sein 

a wee ewe 
— Baa ata les ae 

an 2 * 


coluau 2, lina g. That ig 1,028,278, ene 


&lse tha PWantity sol 
storas esceiving Linvted sevvies, wnich wa 
Foard on «. 


Q ae 


A 


i 
4 
tO intepondant 
: LS colin 7 in Exhibit 180, 


er. * ces ead pels : e - ' « ie : 
“Nat iv vient, 26 2609, their stn ha RE L.€82,987. so 


H 
when te subtract tha from the 1, 820,000 the points “sien ave 


sa Page one « . fey Romy, o,emel = « 
S232 Fo; a eotuen PYLYilega are 767.0833, 


Q Sir, what: is the nexe Step? — 
A 


Ve have taten fron Account 725-23 th 


“17, and you will fing the 2 


ee { 
2 summt fox eubaccount 
; art el i 
edger sheet 3 pages. hack, | 

$ 


Q Yes, sip. : 
| A And theva is a eiveled figure of $802.54 <hat nas been - 
il . :o° if . 


SpalSYosaadaad Whigetolk0Sh8et, and so we divide the $92.54 | 
JUDGE HINKES: You say you divide iten 6 by jitem 5? | 
8 


: THE WIINESS: Yes, to: get the cost pcx point. 
| <SUDGE EINKES: THe footnote seys s minus 5. 


. : ot: 
THe YETNESS: Oh, I'm afraid in the typing the dot 


<e5 3 


epove and below the line wag pot typed on or aig NI Pooreduce, 


aa ue 


By We. Hethies: ee 1 


conpeting purchases represented’ by Exhibit 170 end 172 through 


278. Ys the: coxsract? 


A Yes. ‘ 
. Ee Ftp 


Q smi tho idertical figure wes éeptgreg to every one, is 


that covzect, 312? 


i} Q I take it this .0010 was then assigned to €ach of the - 


prices Wee, ia aes 


796 aa ee wee sr Haveney er — = 


expense for product asics ty te akors were a fori of product wast 


bere they MOTs sin? aes ‘ 


Q End: Drolust spol Fling within date wovld bo a form of 


Peocuet wagte ag wall, would Jt not. sin? 


4 Kou sin, ssturning: an @2 Moment to this lecgeyv entey, the = 


: , M fe ca it = “ i 
| A . Yee. I believe, however, that the txuly acfeetive wxeshen 


9 dise, the lockers, were charged back to the plant.  £ € 2 
10 ; Peonether whet account auubor it would be, but —— was ron: 3d | 
1 | erdd to ba @ plant preblea and cherged back to the plant. 
721 Q Can you water to any ledger entzy whieh would indicate 

a 1S || that, sir? : ee 

' 4a Ko. YL.an trying to recall whore we find that.: I cen not . 
15 il point to a ledger entry at this time, , 
16 | And can you xcall any tescinony by any witrmess that would , 
17 indicate that vas the ease, 317? 
wH A Ko. | : a 

1S. Q Can yor.2j2all any specific exhibit that eouid incteste - 


20 that t het was the case, sir? . 


21 A Well, ¥ believe we read sarething on that but I dente 


22 Inow if. thet has been officially received in the weeore hove. 


{ 23 11° Q So at the monent you do not kaow of any specixic enxiit 
24 || that would chow that? : ae 
| 28 | A Fell, I exatt seint to it. I an Quite centain ties a? 
! ° 
‘ 
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Staff ro vaad such a Ceceripticn. 


Q But at this tine you eo not irae of any speci ifiec exhibit 


, ‘which would indicate this is the case? ' 
? A ‘The eason I am not answering your quest sion simply yes. 
‘ er no, is the vords "I do not keow". This has coma up several 
y times. 
. Q Yel, sie, it is quite sae 
. MR. FALLS : Let ‘the witness finish his answer 
° MR. MATHIAS: He can say yes ov no and. hes ka 
OT an explanation, Your Rcnor, I believe I am entivled to an — 
- ‘answer. : oe : , 
JUDS2 HINKES: Let the witres s tate his difficulty - 
13} and we will see what the problem is. _ ee: 
14 TRE WITHESS: Upon sihiiestaaa. because of the Many 
15 records s + can not ‘eseall if what we read or Bay is 2h the : 
16 record or not, so when you insist on ‘ny answering » do I. know, 
7 in my mind say I Imow we Sait it, but i don*t know if it is 
18 the meenen oe 
19 22 HINKES: Well, that should be your enswer. I 
20! snink that will suffice. | 
i THE WITNESS: _ All right. ace ee 
22 JUDSE WINXES: In other words, stxte hat the situa- 
23 | tion is. You ecn' t have to worry about tgiving a yes or no 
24 answer. If ee question is, Do you know my: speci tic exhibit 
25 ll sn the record that has —_ information, you will sey “perhaps” 


i 
32 : uae 
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4 think I weed it: somewhers 


but I don't know where. ‘That is it 
A. ALL right. : | 
Ey Mo. Mathias: | 
Q Now, > vaxt iten of expense listed in Exhibit 170, sir, 
is beinch G2lling expense. | 

Can you tell us where we would go in Exhibit 170 to find 
the seleulatiou of this figure, six? 
Yes, the dovumentation in this attachment which is 
Attachment 6 - vis only ome sheet or nme sheets, namely, a work 
sheet and a Ledger eard or ccpy of a ledger card. Ye have from 
| an earlier attachnent, which I ‘think is in ‘hel sivanss -- sink te 
‘cheek that’ ‘for you. | | 
Q You ave talking about pege 18, of your’ delivery exvense? 
A ‘ That is vight. You will find the dollar figures on the :: 
. branch sales work sheet in this Attachnent 6 to be a transfer 


of figures fran page IB in the section on delivery cost which : 


¢ 


foo 


s Attachnent ‘3. 7 

Q Those are the ones we etaiccianies the other day which 

: oe the --7laries fon salesmen, fringe benefits, travel 
expences, and other expenses ‘from location 723, account 023. 
‘Is thet correct, sir? | 


é 


ra Yes. 


Q find you have cone up with total of these sums in the 
24 anount of $4,171.61. Is that correct, sir? 


25 i A Teese 


we es 
[ag 5d | ial : 
Li] 
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2799 
tf Q Sir, just teforming ‘to your Calevlations on the second 
2 “page of Attach: adive 6, brench sales evppo:z st, end the four 
3 numbers you have | thexe do not add up to the $k 7271.51. . 
4 | Q x beliove you had an addi tional iten included in thet : 
Z ! cateuta tion in Attvachuent 3, thet being subaccotnt “Jo. 26 
G "Borden Welfars", | | 
aH You seen to hewn Left it out in this onieniatinn. 
8 | A Yes.  Thenk you § for pointing that out. | The words "Bowd m 
gj) Wer: ane" and Finure of $28.34 should be inser tra on Attach- 
tt | anoint Cn pase 1B and ‘thon of course contfornz to the itets 
12 | which constitute ie Akan, 
13 Q All vight, sir. New what have you done wth this figure 
- $171.51? 3 | 
is | A Excuse me. Let me pencil in that change. ; 
16 ‘ That causes of Suney has bsen divided by the ‘auabar of 
: 


Foints delive mi to independent stores end thei» stn Lis 260. 127,! 
7 & 


’ 


' and that is. che sum of 72 figuve on Rene Tet Ce. Lunn 7 ‘ani 13 
bats ‘ 


t 
{ 
| 
18 | 
19 le ‘of 232,818 ne and 26,609. And those aze found | on Aine Be 
i Q So this ‘page then has to be changed accordingly, I see 


21 that it hes Seca in Exhibit 170 but ny copy of 171 dia not 
. “have the chang ss yet. . ‘s 
24 ra : or a 

A - Yes. . On : the line vhere it says "Total incependont store 
23 a 
~ I] points pwer analysis of route books", the figure 260227 aand 
24 i 


{ correspondingly in the calevietion down bolow the dumorrin 


' 
j 
| 
} ment 6, because the $4,171.51 - total should conform to the 
2 
: 


25 
| should veai tha seme and the result than is $.0160. 
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(ea f 3 


e Now, sic, leaving aside for the moment. any. arguiacnt 


Complaint Ceunsel have with you as to the dllocation of Soe 


2. asa a ” r ‘ ; 
of these eepenses as Sealesmen's expenses, and aecepting your 


bos2tion for the moment, it sould appear thet you have 


en Cae a aie * leek 
Rss. gued this axtire selling exgorse to only vue’ iudivisual 


stores in tha «holesale routas at Borden. Is “chat corrcnt, a iv 


A a 


hi so’ 


Q.. How, there were other eustoners besides those independent 


Stores on the wholesale rowte S, vere there rot, sir? 


A Yes. 


Q. Nees this maan, siz, that the entire time of < he e2les- 
: - ‘. 
nen was spent in soliciting these part Aeular store acecunts 


and sorvying thase aeccornts? 


A Just a sinzte, please. > 


fn order to answer that let mo check sonechhag Ss. 


‘Well, first to ansuor thet question, yes. 


Q All right, sir. Now, referring to the testinsay of 
tip, Dishner at transcript page 7162, kr. Dishnes > £2 ndjeated * 


' “2, 
that in 1967 and 1868 he was the salcs director: tof the Chicago 
Meat Division and spoke of the function of his ctaff of sales~. 


sm. At tress sexvipt paye 7161 st tarting at line 15.-- 


MR. SALLS:.. Wait, pslezse, until I ges th a 


We ‘don't have it hers, ze ahead. ‘+ 


ra 


+ te. Mathias: 


fey 


“Q Steeting at lina 14, liv. Dishner was acked dy | 


ne aw 


aah 
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‘ | 


ae 


Wouldn't i¢ appear that some, of ‘this selling - Gxpense shoul 


be apportioned ty them as well, 


Weil, you know that theve is an account (728-23, 725 


being the aulk routes, at 
Well, some of ‘those other errs ~~ 
"e* 


Q sBut: such iis appe aved on the regular wholesal. routes 


of ‘the Borden Obie’ as well,’ did they not, sir, owe oF <he 
) . 7 


0 1c deanch? 


© 83% a. 


oe 


- Yes, but bulk accounts ara ‘typically cons’ fered <= not. 
typically. Bulk accou usually ‘Pequire —~ what will I hina 
A Pereon who : is more a y oe of the bulk 


business, 


‘ a ° * 


Q But this mpaies tas aecorded to the wholesale POUEEB © 


which included non-stone customers, did cas not. Bi 2? 
» 


A Yes, bit: I'm sa that bulk cusiozers iene more 
3 


omer. ee 
. 


ittery bs serviced by a bulk salssman.- 

a This is your assumoticn. ., There is nothing; in the tecormd .. 
or nothing ue the chart of acl sunts that would indicate that 
any selling expe onse allocated to this particulin secon 

723, et 23 aid ant ineluda sales to allel its 


custonevs ° 


ae but winks cher is the raver “SO indicated, : You gay it 


* + . 
any + 0 6 oe 


is an 2assuwotion. 


SPAS ETE eaS SRE, ~ cme: ct eomn ome renames = ane oooaee ee pee meen 


in the bulk: wholesale market vould indicate that the bu: 


2. ta - 


wholueala business is considered te ba a specialized busines 


eeirce 


2 


a ee te EEE SF een 
{208 Pry ness ee ae feree senate mengem* sem 14. sory aE ae . 


| 
| 


ee 


a am AM ep 


3 
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But youa@e not in a positioa to tall 


us factually that location 728, acconnt 23 did rot inve lve 


Pete eee cree 


o-- 


j “a 
calesinen's expanses on non-store activities? 


- 


MR. WHITE: ifo, LT-eantt actually. 


things which icad ma to my cocelusion. 


LOE CEE te 


I uncsrstand you have nade a conclusic: 
Ali I au adking for is can you tell us from the account 
Lesion re net do that finetion? 
es WITNESS: No, T dan not tell you. 
JUDGE HINKES: Veny well. 
By MP Mathias: | 


Pignat, sir. You have avrived at a fisure which is 


Fd -0160, se” ” -ost entitled Selling cost per independent 
| eters point?., is that correct, sir? 
ae. age 


Lat SEs 


t 
! Q .fnd that is on this work page entitied “erenes Salas 
t 


Support"? 


4 A Yes. 


- 


How you have trensferred that in the e.:e of aach of 


¢z. involved in eshibits 172 through 178 and 378° 


‘~ 
« 


eusvonez's in t 
‘assigned it to Mayfair. 
A Yes. 
0 Yn other wor’s, this is a constant that you have epplicd 


to cach of these stoves? 


SO ete = es ee pe 
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‘Yes. 


On a uniflora basis? | 


Yes > six ry 


(a Do you know in each of these instances’ where you 
soupare the expenses of the competitor to A&P, under bi-anch 
8 Ing s2mene2, tha 


felons « 3 


Rete4 expense under the colwm ‘t2sdadq 
lichaloucki" , o» whichever Gustomer it 
is, takes into account the purchase of the entire procuct 
Line tat:en by that customer eather then only the 11 prcducts 
covered by the A&P Rorder agrcainent? 

A Yes. 
it trovld sean that it is efter 

# o'alock and we heve woached the end of one of these expanse 
elements. I think it is a good tine to talys a break until - 
tomorrow. 

JUDGE HINKES: Very well, let's recess at this tine 
and resume tomorrow at 10 a.m. and we will mn through 2s 
‘ 


planned. 


(Wnersupon, at 4:N$ p.m. the hearing was vecessed, to 


reconvena at 10 a.m. Feiday, May 10, 197%.) 
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wre" 
you will sefexr tc A and PX 73, waich wae previously knowa as 
2 sextes of 12 £iu3ca) toro onde 
Peswied Navsex 1, five weeks ending Tauwz- 


2, fone veeks onding Pobruary 27, ‘G5. 


Marve 27, *63. Pextod 4, ~iva 


Reet Re ee se a Oe eee Se oe ee ae 
3 * . 


veens onding Mey 1, '65, and 3 on throtga to Paitiod 20, which 


is £ive wacks ending October 30, 1965.:- . 


actually shan 
tha closing date, but you 


vhese theiz 2&8 ending closely corretponis. to the monta end~ 


izug, £O thels fiscaibyaar and calendar yoax vould be the sams. 
gir. Wow, at the end of yestezday's session, 


tions of the maxtotivy cost elaranut 


thxeouga 279, cntcitled "Iranshs sel@ing exc ance 


thet, fi: the «ce of A ané ? 


thave was ne branch selling exsense. 
Now, six, in connection vith your calculation of the sche 


ing emeanse to these various crstenazs and especially in con- 


nen gute oe 24% ON “a 2 
MIELIon with your aLllosation 


*, 


yo hava ue act tak sy ccounts the &3m2 and expanse fir. 


” -~ 


Rane arccndcd in ceansetioa with the A und P accomt, have you? 


A Vot in tulsa rpacizic calculation, oa. 


0 ifoe Rive you heva taken 2nso account: cny of tho e@mpeunssess 


| 
| 
! 
| 
| 
| 
| 
| 
| 
| 
| 
: 
! 


Ow eee ee ee a ee me tee a ee a ee ee Ne AS TS LT ee ae 
* * 
‘* 


9% 99S te Foye i“. nee re 4 : ie 4 * od Be? 
thaRoma, HinkDex, Cuns, and othoxve in sonnecticn’ vich 


—y 
aaa 


Mating cha *. wad ? conteact oad lataxs prices Inoxveascs, 


om = 


<>] 


a 
«€ 


- 5075 
ai 
os 
. 
iat aS OD - A eo I SYR CMPD Ep ome on 


4 


ERAT eR GA Oe BL oe mI TOSI AD RRS a STN aA ER ERITREA Al SPORE Th LI ALR TORR LS ART LI ICES LNT RIEL, AEE TIT STILLS: rete S RETIRES mc BA LIOR NP EET OE SEER RY EEE IRD 
: : 
: oS Pr 
: 


Q Now, you have.subtracted from. thet the figure you 


celoulated above as not being atfectes by Eorden edvertis: 


\ 


| is thet it? ae 
5 a 
i B Yes, and tho zeszlt, thon, is the poines ox volume 


affected by orden advertising. 


i 


Aad chat is 6,899,835? 


= oO 


Yas. Wew we concoptually turn ovr attontion to this next 
nos on the flow chart, which is the average year-round adver~ 

tising rer wnolozaic point, which appears on A and Px rton 11, 
which ic A ond PE 73, Lire 21. A copy of that document sould 
appear cbout the fourth page behind this work sheet. a 
Q That was cz-S4-27 : eae : 

aA So, I don't think so.. 


Oh, I see. 


Hod 
hd 
3 
fp 
q 


wase, a clear copy of this, I think, is about the 


-. 


a 
< 


a eye bebina this work sheet. 


— 


fe) 
i 
ne 

Y 
ct 
@ 


« 


@ Copy of it, end “hat is what exhibs.c? 
HK A crd PH-T2, line 22. Under the colum "Your to date” and | 


ON tee Line caticied "Advertiaing expensa,” you Sing the azpenti- 


“ure-hera in tazms of cost par point. 


L retuinins ppeplnaprectakceaphosccnemetinatenana-eatert 
e 


Q Six, locking at that shoe Freon A and P Eyhibit 73, chet is 
ixex Dacewbor LOST, ic it not, siz? 
fa Yer. We ace using a year-round figszre heve ingwaach a2 a 
’ : é 
I ssneeehewton mane oMugare michs net be revresumtativa. - 
i : ‘ 
t 
iQ ate 95285 » gel le 
: : : 
: 
i 


& 


io) 


eens nee i St a TER RP EL OEP aR NEY PERRO OTE BO 


: 
RET: BALLET RA SREY <P TIN Be, 
2 Os D> coe OF © Aedes. 
. 
a?s 
dl 


Pee wadivtivnd € Wess ay. evemen bot “Dt Page com eae om ele me 
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So the uircled figure of scint 0004 kas beon miltipiiicd by 
the total nucber of points in that area which, on ny wo: 
ie on line 16, o3 che next Lins, lins 19 on ry work’ sh 


reads, not 17 times 18, but 16- tines 18 estinated annual 


a 
Z 
tcising expendit sso Of $4,694.53. 
Tf I now Givide that anovat ty the nrmbex ‘of points 
| ‘affected by Bordon advertising ané which eproars on line 7, 


have the cost pe: poine for Boréen-2 abel, dollar sign point C007? 


‘and, daspite all the changes en this work sheet, it Goes net 
change the petgtiaet: result.. JE you carry chat out to further 
Places, it is point 60067. Rounded of2 te the Zour Places, it 
is point 0007. : : : , 

0 Now, this figare you — posted under the "Ravertising 
expense” for each of the customers other than A and P in 


EBvhibits 27¢ throvgh 179, is that correct, six? 


Yes. 


Fo, six, I notica that, in the colum entitied "otal 


Vo] 


He] 


and P purchases of privete-Labal ant Eordan-Label,* you save 


ussigred an cians o£ point 0004. 


re 


Tes. 


Eo van this arciveéd at, six? 


12 


A “hat should Se the zesult of wmnltiplying point 0007 by the 


watio of Bor€en-Lebel poznts to cetal points going to A and P 


AP Reo AS OMNI ED oP ate IO a -~ Coeee OP ER Le OD Sree Oy VaR, ee 


OS OM, OE MIDE + LO NY 2 Me DEE IN A Fs SE I 


4 


oO 


% 
ri 


Ch is Shiwa in A and PK 203. 
e 4 


to Going to 120, che zetio yeu cesputed cat was —< of éS. 


Testimony of Robert G. Havemeyer 2807 lesa5 


TH you compute cut 1 Fatic? Yor the percentage of Dodd tesa to 


| 

< Sepeapnietnspn oS : 
3 Fo, kut I.can tell yon. 7¢ You will divide 566,956 
4 || Soxéon-tabe? points tn Colimm 3, tine p — ee i 
5 io That is, of Exhibit 1907 re 

6 Of Muhibst 180 -- by che 2,026,278 in Colum 1, Line oe 

7 ff that ratio t times tha figure of point 0007 equals point 0006. 

SQ eke, new tet's turn to the various documents’ from which y 


| 
9 | ehttined your basic Gata. Going to line 16, where you took the 
10 |j total, what 4s Tees here a3 totel wholesale points, Chicago 
oe alone, ee is Pcs the second Pago of A and P Behibie 753 acd, 
i2 ff 8 IT leak as thet page, Line ‘72, from which you took that fig~ 
13 = is a total of both wetail ané wholesale sales. 


Ch, yes. Thants Sou. 
5 Ss that not correct, ‘six? 


A That is sia e. six, and your ere right. tae line shoulé 


17 ji sear to t otal: points in the Chicago area. 
19. Q | fis, retail sales are affaated by ad shies iy are they 
19 NOS, Fis? ' ; ! i z 
O15 Son. ena em agreeing with yous comtont that this shoula 
ng I} heve xene "RotaL pohnten in the Chicago area.” o 
2219 - So cnne they aco ineluted in chis 6,£90,000 figure? 
Yer, but the figure is ce:sect and that linc skovld hays : 


ee 
ts 
aw? 


= 
Ste meee 


- 
Sue - Ce eetquman. 


teak WBetend points." : ; : a a 
2- ER: vigze. — ‘Gir, in the case of hci sia aioe 75, 


. _. 8 


ew! Poe 's 


mo, 
ee ws 


i 


2 
3 
4 


a 


a 


| 


Bckehean 


PST OL Ae eee Na aaa cn Et IN A a lh ot a RNR Nc ia A chia co ce gM a dtd aa 
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sie ‘ 


a figure of .0007. The P| item, if I read St ones 
is lino 19 diviced by line 18, and this I don't foliow 

“WHE WITNESS: All right, sir. 

Let me explain the logic. In the Bordon accounting. 
system ~~ and this is typical of dairy accounting syst 43 << 
there is considerable averaging, and so an expendi @ was | 
icici as an average of all points, all kinds of poi: ins 
and that is why it comes out to .000%. But we are sayind that 
cone of those points freon which this average was duterntned 
in faet were not pry ene by ‘the advertising, the private 
label, the Metin counter sales and so forth. - 7 : 

; : Therefore, the 0008, while bastd upon 12 milifon 
points when applied properly on a smaller NUMDGY » namely, y 
points affeoted by the Borden label dtvertioine of 6,900,000. 
approximately, then becomes .0007 for these points which i 


are affeeted by Borden advertising. 


JUDCE NWINXES: What you are using really is line 16 
and 17, not 19 and 17? | 

THe WITNESS: I don't think so. | 

JUOCGE HINKES: .Line 16 adie the total ee line} 
17 being the points affeceted by Eorden advertising which is | 


the formula you say you uced. 
¥ 7 


chg WETUESS: Line 19 is the ancut of soney which 


. e000" vepy-ceewtc. 


guscs wits: A121 rient. | . 
H 


reat 


Rte obits. cali croc Mean ot mslbs parte drte at ota tits ate boise Re oir ARE i aban ersires ie od ic petrcuraiiominy., Arata ee ee eed ae es Pn. Ee is es me & 


ae Seotinony of Robert. flnvomerer 2 8 0 9° 


chart for this attachnent, is AeP Exhibit 188. 


Ss An right, sir. Mayde we could just go down ¢ 


the 
oaienaation,s since we have bean through tha flow chart $2fore, 


A Oh, all right. 
Q It might be more direct and quicker Sust to go down throug 
your calculation. I take it that appears On the second aoe 
of Attachment @ to Exhibits 170 end 171; 4s that correct? 7 

A Yes. ‘AML right. e ronabie if we knew where we were 
‘heading by looking at the flow chart it might wake the 

mmbers have sone meaning & as us went — the calculations, 
but the merchandising expense is taken Pron a Ledger account 


which is at rached to the fostering sheet 4 in thie ee 
$3,965. 
Q@ What ledger account is that, sir? 


A 110-730-032. oe : oe 


and if there is any necessity to vefer baex to the flo chart 4 
bo show w “y a particular calculation was made, you can fo 0. = “ 
Q The "LO" that you ae referred to, that is an ‘item number y 
is it not, sir, rather than part of the accowit number? 

; A Yes, iten 19, exense me, 730-032. 


Q Sothis is a part of Exhipit 72, I believe, is it not, six 


A Yes. 


Q fad that loustion 730-032 is the Chicazo main office 
o ; 
morelauidising a.coants is that ccercet, sie? 


ASP Exhibit 72, one of the ledge sheete in that exhibit? & 


Re ATT CUS OES 8 RNS ents: tv 


laud 4 $525 
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AU Yes. 
@. _And you have taken the summary figure showa on.the|bottom 
of that ledges: card for the montk of Mareh 1966; is < 
correct, dir? - 
A Right. : 
28 _ And you have posted it on the first i.ine of your 
a, 965. : 
A -Rigt. §. 
Q Now, what have you done fron there, siv? 
A’. Wel 1, now wa have taken the data tax O'are vhogseale total 
points fran A&P.-76, which ie the second sheet attached to this 
work sheet, and you will cece a cireled figure there opposite 
the word "O'Hare," and wa are now going to subtract froma that 
the sum of sevexal figures. : - 

-: These figures are’ the school zoxte point ) t OMtare: of 
123,988, and we went through crat pravious attachnent. 


Cc. won! t need to make the corrections set ne Thet was 


egain taken fran your caleulation in Att chment 2, a beliova 
Z + ie ee i : Nags: ee . ° <a —a=e eee 
‘st VAS? / ems. | ‘ a ie «, 


A- Yhet is right.: And that sane number appeared in Atctacirzent 
7.. Ana@ again as in Attachment:7, we took informetion: fos 


the scheol points on store routes fron ASP Exhibit 180, the 


poini:s fvem AEP Yerndbit 160 . zoing to ASP ané the Borden iInx:al 


‘ 
othe» ron-store points fron ASP Echibit 180, the private label 
Pioxts goiny to A392 gn ASP~28).- These points then did not - 


° 


— Coe 
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Exhibit 170 and 171 wich eo ainitid we in connection with 
eeveral of your attachmcats yesterday? oe : | 
A ‘Yes: a es a. a4 . ) 


Q And it would appe2r that the figure you have appli 
Nayfaie as the average lict price per point in the. two sots 

ef eclumns on the second page of 170 to a figure appearing unc 
the title "Valu. Per Point® -<-= | = 


A - Two-week period. 


o eo vw OOohlmlUlUUlUCUCCUCmllCUOUCUCUCUN CUO 


Q "Tiyo-eek papied™ in the next to lest column on that 


eof 
So 


work sheet in Attachnent 8. 


Cd 
od 


A Yes.. 


on 
re) 


Q: is that where we would go to find this average List: 
‘13 || price per point? a ; 
wi A That is vight. a. : 
15 |} @ Ana dn going to Exhibite 172 to 178 would we find the 
average list price per point in those exhibits in this 
sane coluinn benind the respective custeners semua 
| by those exhibits? 
iA Yea. 
20 | : JUDGE HINKES: I don't find that work shest that you 


21 ! ave spoaling of in Attechnent 8 to 170. 


THE WIEWESS: Hay T holp you, six? + 


22. 4 
23 HR. MATHIAS: It is very far back and it is a little 


it fea. diacucsions yostorday. 


t 
24 | aizficurt to lesete. I thin: if sou sco it you will veecqnize 


Leet | oY TP deeslees des Cole f° "D anbaensa ed 2h on 27" Wee Polen min maw al GS id a . 
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1} By Me. Mathias: 


1 


Q ow, sir, where did you obtain the average list price per. 


2 
3 |} point. for A&P private label ivenc? . i ges 
4 


& Weil, it willte fran Gata in the back of this ASP 


5] 170, atout far pages from ths back. : 5 
6 Q. Is that the page entitled "ABD Store Summeries, Chicago 
7 || and Subusbs, Five Yeoke Evding 4/1/66, Price and Discount 
8 Analysis"? Or do I have the WLLDS page? - ~ : 
9 A Yes, that is the page. oe “ : : ys ao 
101; Q. .Thet is the rage? Whore do we find on that-sheet the 
: 11 average list price per point for ASP private label items only? 

12 A. I don't think at seneeie as that figuwe and I think you 
13 || have to ecalevlate it. oO oe a 2 a 

a It should be & value, finst dollar value ghorm under the 
15 ‘five-week total on the vight~nand side of the page, where you 


see a.cubheading called "Yalve at List Price," and opposite 


the taytion, Way over on the lefi-hand side, "Private Lebel 


> 244,075.18, and I mst nox have the points associated 


fared 
fekikpulgnencodaghahanndendicedeieensahatitaksandbuanaamebacntce-clbeteart 


“ SEL ANI MOREE “MARI eG TE A SLE Ot TPE RTE a RY NRT A TOT Ca BS RETEST NE, Da Pe 
DS eS A TS y SAO ORL Ra BRIN Ae ae CNOA a cant cn dtnarecD ce -emneaERetee aap oe eae ee = 
. . 
. 


18 Preems 

19 |} With that. o : : ’ 

2n A an going to have «o chezk cn that, Meo. Mathias. | I can't ; 

23 | give-you the onere> right now. : 

22 | QQ: ell, can you tell us the: proceedure that vas Followed, sin?! { 

23 | Yeu roverred us to a value at list price over hare in the i 
24 | right-hand colwuz of this page as which &pocows to bs on this $ 

“ ‘ 
25 F pege., S268,673.193; is thet correst?’ 


e- 40 - 
—_— A ei 


rova} ? fos ‘ 


peer ore of Robert G. Havemeyer vs ee ee 
frew o , 0577, 
to A & P to all of the products delivercd to + the atiegedty 


irjurad customers, . Cie SS Te an am 
However, i:asmch as | coupladnt 2Ounse] Dad made ean 
ne en 


Fe alysis of “che prices SB poid by A & P fon ; 2its privat x Lab} 


Dz ocucts ve then felt bn eat Me Aad to comomn ta. that by 


eoparnting our cost énaly: sis cof d:.stribue: on to isolate or 


> tn nanny ee ee eae ne ee ae 


silocets bes cost associzted with the private label products, 


Se 


ie een a none eesti: engi cant lence chien 
ae eee Sire Oe at eee semen erence fe . 


Ax cord ingly, » w¥e mada that analysis. 
a So, to SeCap, ve did study the catirve transaction. 
first, and compared the cest of &.l products deliverad to 
A & P versus the cost Of all the products delivered to the 
allegedly injured customers. Taen, because of the nature of 
ccxplaint counsel's preschtetion to the case, we then separated 
‘the cost of private label pzcducts delivesed to A & P, 
Q Subtract the Governzent's cor ipevison of private label 
discounts versus total pxcduct | discounts for othe: Ccustor.exs? 
Yes | 
Yhe next voint ~~ end these again wiil be some discxact 
peints, Your Honor, just touching on the various ‘aspects of 


tic corlier testimony. 


i Het me diveet your attention, fur exa aple, to A & P. 
t 


t we Libit 170, whieh is the des sumeniation beck on Mayfair Foods, 


and pert ewloxly to the ealeulaticn of tm.ck lo wing costs 


H 
: 3 that aupuct of it where you enployed ¢. sheet entitle 


av the top, dmalyscis ‘of O'Hime tircach Cle: lea}. “Séponse. You 


?-? 
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testified that you Utilized that sn deteviiining the quantity 

of vandor siles, or tha point of value of the vendor sales 
for Merch of 1986? 
A . Yes. 

s @ 

Q BO you wecall that? 
A Jes, siz, 
Q °° What wes a fairly ccwmplicatzcg analysis on that shect 
entitled Anelysis of O'Kzre Brauch Clerics. Expense. Why did 

on use that particulary acde of exleulatiy g vend ‘% : 


& Venior sales fon 
thet purpose? 


A Veli, it was necessary for us to deic-m 


that was sold threugh veséons. Because tha tr 


expense ves associated vith Several of th: catczovies of sales. 


het Ia, wholesale, kul wholesale and voxdor. 


a 


We Found no reserd whore there was available fcr us i 

i 

tc reed or pick (O2E the vendon 7O2URe for March 1966, Aceund- i 

ingly, we went theeugh the &ppotions prowess, as indicated ; 

1 

On th:.t work sheet ; 

Q in otha voris, theve WAS 20 other scuree thet you cond ; 
find for tht paviieular piues of infoxani:ton? : 

21 A shat is right. 

‘ ' 

22 {; Q ew, ttixenins to 2 encet, agela in At P Ext: 1 


Mhivit 1.70 ~.. ' 
23 jj ths sheet has basa refereca‘ to 2 amber o. timz3: «. titled, 
2A 


{ Aaclysis of OMfans: Bygael! Reve Evokes Noa-A € 2 Stords 


23 ff Revtes Be, LOW and Ley. ones Mopcars in “he s22tion deaiine 
. 


. (weal 4 


' 
} 
} 
i 


oe 
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(om) i aes 0595 
discount per point. ded bee ae 
JUNGE HUNKES: Did you have any ether’ questdions ; . 
Mr. Mathias? — , 
MR. MATHIAS: Ko, Your Honor, not at this time. 
es d@ 
JUDGE HUNKES: Very well. Me. ¥alls, you may go cn ~ 
<o your next grovp. : 
MR. FALLS: Mr. Havem2yor did vou do an analysis 
of the cests and Gisecounts of the allegaciy injured custcness 


r, 
in the Hammond area similar to the one you conducted with 


tome 202 Oe 


respect to O'Hare? 
SHE WITNESS: Yes, I did. a 
MR. FALLS: Let me have mawked as the next A & P 


Exhibit a four-page sheet, entitled, "Documents Used by 


ence. en 


“Case & Company in Comparing Borden's Costa of Ssrvicing ‘ts 


! 
4 
oF 

d 

i 

4 
| 
i 
| 
‘ 
4 
a) 


Nen-A & P Customers on Its Hammond Branch with Borden's 


Costs of Serving A & P Stoves on the Karsond Branch." 
(The dosunent referved to was 1m 
tion as A & P Evhibit 382.) 
By Me. Falls: 
Q Lo you have a capy of chat before you, Ne. Haveneyer? 
A Yes. 
Q Coulé you tell us whet that is? 
A “hese ave decunents which va used in compa zing the couts 
ard prince of A & P versus non-\ £ P stores on 3ordén's 


Hosemos:d Leench. 
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ting of the docunconts? 


Yes, that is a Listing of tha Cocurents. 


HR. FALLS: I would like to max: as A$ P Exhibit: 


162 a sheet entic? ed, "Sunmoyy of Differcnees in —- 


Cost and Diffewenc ce in Priccas on Borden! s Remand Branch, 
October 1969," 


(The dcovment reforred to was marke 


tion as A & P Exhibit 183.) 


MR. FALLS: I soit like to rato as A&P Exhibit 
tléd, "Surmacy of Joseph © Metle & Sons.’ 
(The dectinent referred VO Was marked fon identifica- 
tion-as A & P Exhibit 184.) 
By Me. Palis: 
a Vee Havemayer , let nme ask you to look 
and 104 and ask you if these ara Cocumenis 
ov under your supervision? 
A Yes, they are, 
Can you explain to us what they show? 
A A & P Exhibit 1€3 —- excuse me. Let ma refer first to 
A&P Eshibit 194%. This chaws as an end ivesult the dagree 
oY justiviler:ion per ovivete Rabe point of A & P versus exch 
of the four VWttle stores ¢ Wightoand; Lee Stroet, Hanmend; 
Village Cour: in Cary and Vole: 380, Inds hana. 
Tt alee sheus a fowr~stese tota.. That four-sioie 


total ~~ X en sory. Each of thoz:e four stores have 216) rash 
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brought fortn to A & P Exhibit 133, which also shows the 
rcesulis of the other allegedly discriminated customere in the 


Hommoud imea. Move specifically, Surger’s Food Harket, 


. 


FS Center, Wallies Markot and Wilse Food Center. 


; @ 
So, A & P Exhibit 1835 is a summery of all the | 


s selected by complaint counsel, and 18% is of just ths 
fsur Tittle stores. 


Do the figures on A & P Exhibit 183, like the figurcs on 


tanee the difference between the price per point as between 
P and the allegedly injured evetomert minus the difference 


‘the first two pages of A & P Exhibit 181, reflest in each 


in cost per point? 
Yes, it does. 
Xt shows in cach iastance, thereforc, that the difference 
point in cost exceeded the difference per point in 


price by the cuount indicated? 


follow genevally che sans prineipios and seomntence which sou 
used in your analysis of the O'llave stores? 

Yes, we did. 

With wes spect tot the entlysi.s of physical distribution 


ets, wes there cny diffceence in the mechanisa employs¢, 


That is right. 
| Now, in your analysis of the Hemmond stores, did you 
: 


om in the techkniores use i? If 30, what? 


1A Yes, there wise som: difforences. Het in’ principle, cs I 


Sd 
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indicated in my previous EHUVES» but due ‘70 ‘the eb 
of the situation. hat is, 12 of the 14% stores in this. ; 
Hawmiend area vera sexved hy stove routes ° “ypieal of the type 
that ve had talked akout in the case of C'Have. In addition, 
He ON a So-cal’.cd aiuse o noute. 
is, the Hamiend Branch hed routes which served -- as 
they called it -- the cantecn stops. 
There was also one menate which served a mixture 
h, . 
of cantecn stops -- I believe two stores ~~ and one of those 
two stores was an A & P store, 
Finally, there was another A & ? store in Yalperaiso 
where Me. Titrle had@ one of these stores. These stores, 
arong others down in that avez, were served by an indeperdent 
distributor who was rot & Borden caployee. So, in effect, it 
wes almost Like three Little subsiyjeuctures of route distribu. - 
tion within the sd6-called Hammond Branch. 
they wore served off of three different kirds 


to that extent, it: was necessary to study 


these, routes cepzxataly and to apply thee unique costs to 


the stores in tho consideration. 


ef the A & P storms vewre served by route ov 


similar to the O'Fivs rozte:? 


F 


One was’ soeved by this ezirtersa, mixed. vote and inde: endore 


Ci.stes buyer? 


TeSCiMhGny “6F KROVEYt co. navemeyer 


o> dd i 
: : 2819 esog 
PTA Yes. - : oe : 
2i}Q were costs used for the A & P stoves an aeetane based, : 


on the cost of seevice of ail 12 stores? 
A Yes. . 
‘ oe ae 
Q Was theme any difference botucen the O'Hacea studies and 
3: 


a 


1yan 


iemmond studies in terms of the A’& P prc:lucts which vere 


sperad with the private independact stere products or 
2 “ ; % ww 
vico versa? ° ; ' 
a 


r 
rd 


Well, in this ecse, since complaint ceunsel had specitical 


er 


geted on the poivate lebel products foo A & P and, the ; 
enuivelent pyivate lebel products for poiuts for the inde- 
P S 


=- &¢ 6 2 “4 @ 
4 a A A nar TTT TH 
oe .* 4 
ie} : tobe 
es 
a 
re) 
(¢) 


-Q So that in this instance, the comouri.son was of the A & 


+ 


12 || pexdent stores, we similerly applied our analysis to that 
+ 


elessification of products. 
private Label purchases against the indeap:ndent store 


thet with respect to eight stores there was a very detailer 


3 g | purchases of those came products? | : 
' 17 |, A Yes. 
18 % Q Yow, in your discussion of O*Hare, f think you indicate 
analysis made, and with respect to anevier 20 stores, thers 
wore come averages used for certain items as, fox exanple , 


A Yas. F 
(6) 


Wore there eny 2versge Figurcs used “2 the Hemnond y 


ecvdics? : : 


| points por case? 
| 
} 
| 


° 


RAN 
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Aecunentz.cion, exhibits similar te these wa had in O'Hare. 


PAM eee TS ee Fite TET Te ESR Vee FP Le SNE 


’ 66006 
No. In this case, we cnalyecd cach uustemsr separataly. 
MR. FALLS: Wow, I would like to mark a series of 


~ ro ° 


necter ef facet, Your Honor, maybe th:.3 vould be a geod 
: - os . Aye : ee et 
to teke whe moxening vecers while 2 1:4 the tevorter 
uhene. 
JUNGS HWENKES: Very wall, let's do that. 
(Wheveupon, at 29:55 aom., &@ hi.ef sass3ss wes 


taken.) 


(The following documents were weeked for identi- 


A & P Exhibit 185, a bound volune emtitied, "A & P 
liarmroned ." 

A & P Behipit 186, a bornd voluwiie massed, "A & BP 
Hixed Route.” 


A @ -P Exhibit 187, = bound volune entitled, "A & P 


‘Valperaiso." 


AS P fechibitc 168, & bouad volu.e entitled, “J. 


A & P Exhibit 169. a bound yoliuie entitled "J. 
Sittla, Luce Stocet.? 
AS 2? Bubsibit 109, a bevnd voluss entitled, "J. 


“Stile, Ri¢ghlane." 


o2. 


As P Exhibit Ml, 4a vbovad voblizie entities, "J. 


“Letle, Village Covet.” : . 


x Tweddl * 


‘> 


13 || Record again that we ave being twened over data which we 
14 I} asked for soine time ago, at the tine the cxhibit is being 


aust 


tL have 


ability to pro 


through 126 


~~ ae 


ba ia a i a a a 
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thea with me. 


Q Please twen them over. | 
A < just vant to make a note of the listing numbers I 
am going to give you. f 
t will give yeu the computer reine eed ave | 
allied cece, ccc. -8 and CCCX-2. | 
Q Six, when were thes: compucer printouts prepared? 
A Last week, deed Hey Gch. I gvess that is last veel:. 
Q ee heh. How Leng reve you had them in your positicn 
heve in Weshington? 


iwsday or Fricay. 


unsel would Bike to note for the 


BS CS Pee Ogee 


Se ge 


} keeping with Your 


orders, and it and deters our 


exly have voir dive and croass-exmmination on 


ene of the 
batvecn A & P 


in subtcuuont pages, the other nemec 


tonere who apvear in the veriovs exhibits, Exhibits 126 


havea osges Vopocssuwing thom. a 


In the fivst mreketiay cost clez:ant appearing thesocas} |¢ 


. ad 


a: betta ee Bee NM Le ee NP ee DI OP ON em Le} Bhawivde Gs doi Ghissts GPLLEM ES i 
Bein: Pe 
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truck Loading, appears that ir cach insta:ce on each one oo 


the comparison pages, with th: exception cf that dealing with: 
the Vitlperaiso A & P stove and Josxh Title ava Sons Store, 


thet you heve determined or alloczced on ceuck loading, cost 


af 
peur vit of .0015 dollars. Ya thet cosract, sir? 


A Yes. 


9 “his is in seme contrast to your computations in the 
Oiliura Brench, wherein cach listai.ce, theoe wees different 

fh ry 5; fe bi 

Reading eests for each of the customers. Whera do we turn te 


in Exi:-ibit 185 and whet ether of these idimtrifi:d exhibits 


stores other than the Valparaiso steres? 


A hefore I answer that, Y am seoing to suggest thet we might 
ado sonething now that we talked alout Last week with regerd 


to O'Hare. Yhat is, page numbevizg. Beezuse my om notes 


make veferances to page numbers. This bock of Jocuner tation 
Wes hot as casily denidonee sivie wttachterts 23 in the 
8) Meas, nase, and the peeviors analysis. 

it might be appropriate trat this shoild be done 
on or off tha ecerd,: to do this pege mu herinzg so that wm 


@¢ 


21 jj) ave always waterzing to the sim: page. Dthemisa, I with 


OI PORE RSS a i eel TOI mee ces 


22 |; deseribe the page by title. 
. Mk. SA0HESS: £ ‘wom? 24 A & P counsel has a 


moobardng weehine avéilesle tw then. Va can take an cantly 


huseah pariog end they cau zyot 2 nueboring ‘aachf.2 and go 


Ld 


3 
{ 
{ 
| 
to find the calevlation cf the truck load:.ng expanse for thess | 
i 
q 
{ 
| 
| 
1 


. ! Lt 


- 
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Oo Zolleyv Ghocvgh tha nembors. Wthous hoa, 


cout computer division can't sake hoads cz tails of thscas - 


*, 


fiuwures,. 


190 cunmmaranphmmamemsocamaareamenmsnnaniiiin cits 


' JUDGE HENHES: Con vou suoply those docucents, 


ao ap Gs pce SRAMPL DDI I ATS TT I PTE SI: TLE LT 
a 
tet 
.* 
Be 
io : 
&. 
{3 
to So 
pat 
& 
& 
% 
i 


Fre 2 TY, oe . a Pan 
ie. Haver? . 


i assww wo can. Fam: 


OCP Bb eRe! OO RENE A OHO AD os OTP DA WIR EP Me AGREES ER ED Fam <oectn ante . oe 


compress speclalist so I askcd them to give me tho pare 


just asemrad you hod what you neaded, so 


oso © 8 @ a a & BD 


for then. 
SUPGE NXSS: Lot us knew whet you find oevt. 
TiR. MAGHISS: 


AS Jong a3 yeu are chscking on shoss, 


& 
|) thet 43 al) of the computor pregrzms as wall co 


13 S doa’ hive ta cem3 back aunothar timp for thosa, If thare 


14 O23 cx tuc mlesing. 


Me, Mrthioess 
4 


2 How, Cuxning to f L85, pags 3 -~ actualiy, it is 


2 


as 37 Pe an 2 a é * : * : 
pages 3 through 9, dn which you list vavteus MaCkGe2nyg cost 


wicnenes for ASP pr&vete lukol and fer = murbos of ether 
Bla 


tas for the cquivalcnt Gf privaina lebla, I teke 4t ti 


rezte 
nee ee 


micas She cquivatsnk preducts of Ghe Aap privet:so lebsl -~ 


2 ‘ . . Ff 
Ls that esrsoct? : 


A . 2686 a : : 


{ 
} 


wha tee te ce ® 


= 


m9) Madar truck leadlag:arpousa, % note Nhat im each.o2 


ts 


Gs pegns, 3 through. 9, tn Bebibst 165, sev ZCogulélortacn 

° * : : 

fot ecu os . ne eyes on oo : 

mi Otc Grnek laoivag onpcaco ef .9C15 23 uttetbute 
Y 


& 


i see ” ’ : : : y y 
° ot > ou sree cot uh we and 
So 2 VY a & Dp 8 
nc a OI ST ce 
iW {ve x, yo ip 
"Ss r 6 es 
ty 
~ 
: Q 
: i be 
{= 
4 
4) 
e 
: = 
by 
a 
oad 
IJ 
ta 
a 
f, ee 
Es 
. ea 
ve 
f, 
: m4 ott 
: t 6 
q 5 &. 
8 tw tg 
ips 4% . 
ra) 
fs ca 
to: : t ie % 
yo 
: 3 
. G 
e 
Z e ee ee eee ee eel PCD BP Ramr® 4 GABA » OLE ome Be + one eee ee ee 
N 


OD Oe OOD <0 AO HE «Ger? 


co a2. 


Cd | 
f Slate 


e 
e 
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; 

4 

TRE Custonmiues. | 

« 

Ys that corzcot, cir? | 


| af S10 cnustermsrs, b AM AGP, oad Cho oxPser are 


a F686. 


4) 2 Bow ve. a this cocmptt wad , siz? 


oe af 
or ame 
oe o2 points por 


| 
| i 
‘ ' 
| 
‘9 That was An ths instance of cach of thoca custorsrs’ | 
A —_ e , ; : 
. } 
Q' and in euch daa‘seaca, 4% cana out to this .0015?7. i 
a : — 
19 A Yoe. to : : 
1f Q Where would wo Zind that cemoutotion In 185 or any of | 
} i 
1 
| | 
‘ 
H 
i 
: 
J 
3 
q 
i 
: 
§ 


Fe Snchetiw 


A Ly dividing a cost par anna by Chea iuah 


mo © S&S 


= ee een me 


Ghs other schibigs Zdoutifiecd this: morring? : 


A ZE you will tuca te pacs 125 ~- you will - 


Q siz, wenld you oxpledn to us what you hava dons on 
this piga? 
BR You ei 3 me E839 


Eoadiag, om She sieh? head sid: 


f 
42 
% 
S 
ts 
a 
ro) 
Wd 
Ss 
r/ 
+) 
i?) 
(5) 
i 
$o3 
Bi 
8 
t 
cv 
{ce 
e . 
pad 
her 
$% 


* Snes 4 ove, ~ 3 , ches “a 
Pecto Lmourt, the Engurd $.0371. That ds tho truck leading 


Q How have you ornd “e ee that Siguro, cle? Lots go beck |! 


oo ae 


Se ths beairaing. Would you Nib us jeot hey you got uo Cant 


gctat? - 


23 || 3 Thak is aeteonendns ol ve otay on thas camo page <- by Gividier 
& 
2A Sh dollay aroun 2 ko fixs® cglwma, $906.23 by ho evabor ‘ 


CE esc wstor _™- L) column cotitcied, Busia of Dictrdbuticn So ' 


19 , coat por cass. ALL sight co 2x? 
| 


ae 


af ects gemwe tod me tem ciew Rm “wee PES oes Serues WM FP men ote Meee ee All Pm eB a 


2696. tt. 


kexvkoting Cost, and that oscums -- wall, $£05.21 dividsd 
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Ry 24,418 48 $.0371. 


mente eed + eeb oteme. & Pmers * 


Q Now, six, vnexa did you find cho $205. 21 figuss? shore 


4a you obtain hat? ‘ 
a WiLL you oxsuna ma. I hawa Zo lecatn 2%. Tien te 


Pages 242 and 142. Trey co Uneogdiny thas 2 pag2s boing 
siaéo by sida Like t See Thoy wGroO origixally a long 
gnread ‘hee te keop 26 monagcebla, wa broks it v wp into 


2 shents. Tho socond chrot, 142, tha uppsy pacttcn of che 


eu. sere eee ene 8 ce REED GOES AAD? BETTE Bo Oe vee CBN 


pagd, yen wlll soo, under the heading Platferia vasa Leading, 


ome: 


and toon under tho eubkeroadd ang of Tosal, a Cigura of $906 .22. 


Ca lino ., WHS oD “ut Says, Total, with a lina and a cola, 


febal, colneidea or 


fio 


RtOrLeVct, ao ae ax $265.21, and thet 


ee ened 


Ls tho Feukae which appears cn ~~ thst is tha dollas amount 


which apenas CR page —- | 


22 bee Goh toe” 


Q (25, six? 


i 
if 

A ¥o3a. 2 an going te ba slew in rage veforences boc uss ; 
’ 

MND Is nunbesed diskercntly than yours. If I slip occugionalld, 
is a 

i 


I wiil try -- ae oe 


Q Sir, to speed Shings up a bit, £ vas where you got the 


675.2 thet appanmvs undoes icbhor on pags 152, ReP Exhftpie 06, 
which is:un acosreeing ehoae Yor Esvaend Sex Ootokce 1959, 
thems ds ous of tho Zt listsd us wages, plaGZorn and 1ead 


$75.72. Xs trad WiDINS you ahbtalncd Chat? 


Pe 


Pore Weaw 


eS a 
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in 


I take de this 673.2 sbhonla te .72. 


2. Yo that comct?. 
2 a IZ kava .72 on wino. : 
i 


3. Q Hing is blank at “hat point. 

4 B “X aw sorry. 675.72. nue is tho anplica labor. 
bal af 

Q €iz, you hava addwd ¢e that, appewentiy, ixingo honsélts 


ee 

oy 

, 

; 

‘ | 
Gi so ths eztont of 34.12 vsrasiate 
7 A. Yas. | 
| { 
g Q “hoes havw you calcula ead ous that figure, cir | 
| 


eh STE | 


rd 


a Go back 4 


£6 pego 14:1, wis you will £ind -- not tha 


eee entre a: 


eEurans right hand sido. but che column noxt to Column C, 


4 
ax the bottom, a ratie 54.22 psrcaat, vhich is deteralnacd by 


dividing $3,452.90 by $10,122.40, and you will e2o3 tho 


$3,452.90 coming fzom a figuzo fuxthex up in that column == 


ehisk it sa akous linc -- wall -- $3, -~- 


Q Tht bo tho total sf shesa Atoms that are breakatsd as 
4 
‘6 feings cests, being vaien and other banetits <-—- thes aca 


Remy 


22453 20 che CU. “ech 23-~- is Chas. $22 


pecs: B11 Sebe Dr enamen! ae © SPSawames Sees e 


' od eh 
[3s . 6 &. 
r ea ETS 
i 


18 A Yas. : 
ig | @ -Undon and Othor Esuetits, Usouploymewt rnsurance, PICA, 
20 Euccun BG2 bes es % Pregran, anc TASC, loghkmen* s compensues ton wn] 
21 fis thet it? i 
22 | A ZnB S 

23 Q Tnwwa are Cha Limes hich 


sivich gx3o accumlnt 2a to Getel tho 


° - @ 
dan ied ie 


Xo. That le not cults 4¢. ‘thoy totril $1562.22, 


aD 


Py ‘eeu 
A 


: ects oe Cem Eee 


il na i 
we ae - 
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4 
ad you add to that ¢ignee, furtbor up in that colvuan, $7.650. 4 
Q Wace do wo find chat figuve, siz ; | i 
5 
aA Pucthor up in tha see3 coivma these isa a braciat | 
eppoursa Lines 4 and 5. | 
Q BRAG THUGPLOGIUES Wars, wleesllanceus , oick pe, @ec.e. -= 
‘gas, viertions and holiday? i 
BR ‘eae | 
2 Thon, tha 10,060 Sigucy is, L take 4c, tho wages -— t i 
: : : , : ; ' 
that is the ffest 3 lings on pase 141? | 
t 
A s- That 4s eight. a 
: 1 
Q Wages, suvervitien, rouk solerman W2.gos, piatfora and 
iead -~ 4s that 26? ; 
& Yes. 
Q All vight, gix. Rew you hava $2996.21, and you havo 


ooeesiad that back So p2ca 125? 


A 


Q Now, this estinated cades Jeaced for She 3 eters rence 
aad tha 3 camtesn sartes -- whet do you roan these by tha 
Goma, *e<ctinawd®, ole? 


Justa minuko, plezso. I hava lect my placa. Walls, 


ze 
Le 


tt:ais A234 ae me 


he be as ae 
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WEE WOHESS: Vou have 2 choles of puge 22. 


10 Q Se tims a cosy yev con head to tha dudgu? 
39 | A YL wILL Lot you Jeok st mine. 


H 
| 
| 
| 


| 


GUNG ETUNSS: You iny cencinuny. 


wa? WRARSS: Lean coxry. ‘ 


Q So tity F4usd “tea war step was alee tulkoa fxem ¢ho line 


an aa rrr arene RO OIE * AES OS SS 


‘gutted, Tull Soxvies. Is hat carract? 


ee oe 


w 


4 
Kes. Hew, go ts ntga 23, ard wo hava Total MAnutes Pur 


» 
rey 


oo PRO Tan one eee) xy BAe eR ee lk” ———— 4A i 
bert G. Havemeyer 8665 
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Menth, divien that by 27, to gut Seotsl Minutes Por ol p and 


WG Gan loo divido Tannl Misevtes Pas Konsh to got thd] Total 


* 
& 
ri) ob 
engender dptren nnn nm | 


to 


MAAS Pur Polat by dividing by tho MNumbor of Points: 


> 


Fes cz2mpla, in the wats of Busger -- © willl just 


chock Shte out ~- va have a total minutas por. month o 


nt eet ates ak Rake aaenabemandiaiennae 


43593,2919, avd { wil divide that by Points Per Meath| from 


Beye 24 of 53567.25, and Y gat $.0815 which is feund da page 


; 
23 én tho middin column, Mimates Por Point, ego there is 


oo ws 


tha Minuios Por Poine which ds one ef tho un fnputa to get 


tan Cast Por Paint aa pags 3. 


| Q 80 you Givids Chat inte ths o¢har Ligure which wes cho 


Csat Per Hinde, is tae cozmrect, aie, which eppears on 
3 puss 225, in oxdur to aryiva s& the Cost Elemout appearing on 


14 pags 3? 
15 a Neo, you miltiply. 


1G Q wiGloly his Tetnk Mivwtins Par Podet, from Sha middle 


17 GOLNAR GA yAsO 23? 


Pe 
12 | A Yess. 
‘ 1D | r@) By tha avo per covving winute, appaaring ca page 125, 
29 | Ga chhein what yeu hava lished oa pagd 3 of Szhiblt 185, as 
21 tho Phyakeel Nolavecy for Vurece:'s Peed Hewiot of $.03702 
22 | a Yaa, . 
23 2 IT holdjeva, J: covusackion with tke O'Zos0 Branch aad 
a4 | tho clisssldienklen of svstosexrs, wa cevarcd tha point that 42 
: e - 
' 23 | any of thosa custesmses tyak eseuvicas ever end above thesa 


Te ee * if i 


. ”) "'y Niaeteed of Robert G. Havemeyer -| 8666 
Ubiek yor Mctca a: the Liaitzd Sarvies ‘uctonurrs, € they 
HIGY Clnacisicd ou Pall Starvieo Customs. Io that 4 eo Sis? 
aA Yen. 

Q in «Shes words, Lf choxe was no retatdlen and chalhadilk 
WAS just Croprstd c€F bub cotwran wore taken, that custensr 
B Yo, £ coat think’ I coecralized Wike that. voul you 

y 


4 
Read tha avactioa hack? : 


(fh paring qerescica vas seed by ths rerorter). 


: 
{ 

' 

| 

Was claceiiicd a3 & Tall Saeviea Customae. Is that wv gnt, siza 
, ROG Rave Leen just on that basis. re wenta have born -- I 

1 


WIS WLTGSS: IL think he ‘pschably was. Ye might 
£ 
ean’t anuvwar -< 


By bi. Math4tas: 


ae 


4) HO did toky o€dftieonal carvices eves and above those 


wQieh aw listed en each inmaterco —~ Lor instance, XI sen, 


a ee “ Boy <2 2 ‘ cise ihnakin « 25 4 
undoes Pineda iva Fer Shop, von kows a emvinin meziar of 


¢ 
2 


Sha custcnt tock aay ef theca asditicoat eérviess, tein he 


Wes mM XNA 2ovwsee cuuterre. Yeo that eezzccs, gir? 


woe lee + % Bes Secs ve: rd 
A Resmacialiy, ile: de micht, pes. 


- 
corey, 


re) the vona vrsinbio wes en ence. Yon heve 2 itome, 


| 

b | 

f 

.7 ig - 

3 

i fLices ltceoa ~~ Swe YOR brwg “Add Soe F012 2izzvilewm". IF 
} , 
} 

j 

| 

4 

4 

/ 


Cuoterae Stiwders and Colect Feehan fsiag Track, which vou 
Co mG havo unéeer eouw Wwe Sertvicg ~~ 22 aleéhce of 


VSS Cre puvtew1s3 soe tha ergtomae undies Varlablo Tins 


2 


; os Ssoadaxde, Sha’ angieree werd ko AW ful Sauvica Cuptorer. In 
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that cusveuk, eh? 


Salud Gervies Custicuse hema de Cho Hemaicna AxXxOH, OF. 
tha ahtes widaw afd Cow Fn2l Sorvica, dn Ronee Book! 
NOS, Age Exhibits $4 chrough 100 ehow ¢hoe the dvdivarcb on 


t2o vholonale xoutes Zn cha Hamuond arta did meke ant 


RR. FALES: Watch axhibite did you vufer to? 


Sy ite. Nacthdass 


Q Bshiblte 94 thesugh 100. I havo net leeked at the 
Figs — waorave: AGP ntexe steres appaar Choresa, you will 


Zin? tesa enlists dolivecc’ have kton entered. 


y 


Ica ace gainy So inek Chroush overy beak, but as 7 


© 
eR ete I ANTS OER ONE LR AD AY GOT TIS OPES SE OLE RNIN D IED crt SEAT for Conte, 


een, ey ee Ra S vy sen e Sse == ; 
wrondh, wha evivers made enteios coutsory So Lastevretions. 


Bria was Cahvbas of Loss, wee 2¢ uot, six? 


as 
Oo 
-. —eong 


ERRNO ete ky BMS + OIE BOO toe! Reap POP OS a A ONE HI ce et AND ONL ARRON A EY OE EE TREN he EN NN EEE Mn pe ER LORE TENDS HOt Fae Md FREER SALTER At OCR, LOL RIAL ARE HG PIRI MA EE BEBE ee ARETE CAS hs SSE 


Q 

A Os, 
a So it ona BO avsnend this wos Rpenctics in tra Aenmond 
aren te make bate)elas cand Gov? 

a IG S98 0:0 prsakian ef Cha arivere but chozve hae beaa 
nothing faa tha waco’ to szy the wsiginal conditioas as see 
“I Pd bee chines, 


Q “Ms ¢rigvexd dla how vasin beockkocping for the AEP 


shy sse ren bn a et Gnd OR Pe ee he ae Mew “ . 
GOMMOS oe Lares Pines gauwtaa. Ie thak net caorvocs, sic? 


BQ. PAU: Yaad poricd?! 


: FS ad 
ty go 
t aiedicinee-eaae tbecaieeen te aoraedengne amit maamamemtaderaes mana came onecaraimatteemantemamanaea taguiphetatcaaatentened 


& as ws o- 
-_> anon ap-ananebaanaenentes aeaeme ena 
nO 
% GB 
oe ¢ 
a a 
s % 
[ ¥9] 
> 
te 
Bs J 
ite | 
is 
¥ 
& 
ee 
* 
we 
~ 
6 
S 
H 
gS 
fas 
& 
¢ 
toe 
ra 
iv 
Q 
ZB 
re 
rs) 
ub 
9 
= 
| 
road 
yg 
S 
¢] 
re 2 
a 
“a 
~) 


yr 


} 
i 
$ 


ho 
~~ 
NO 
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ad 


Wey 2%. Pat’ 4c; 
ce) 4 ce Mat fs 


Q Ostot ae cf 1963? 


to 


i See seu giee tess 24 “es 4 >, 
ah Vou, thay entaved Eiguccs as Co 


Q B'r, X ord 2% 40 neon. 


& 


L rink 


w 


tires $6 Mo tho irucheaa broak. 


4 
} 
' 
st 
i 
! 
| 
| 
6 GUPGS AMEZES: Very wall. 
for you, T2 coR Een? Nyaa at 1:30, 
| 


“ 


MR. MAGIENS: Yos, air. 


((ieesupen, mm 12:00 p.m, 


8 eater eee a AAAS OIG ATLAS LOD LOLS #8 


rt yd 
“J o 
ear eres eee wa s00 tambon oe 0 © cn met tent et ANOS aC © ST AC 


cna ee ea “eS 
32 ed CASES — OAD DED Rey eRe AO: 


£568 . 


who’: Choy dolivaypcd. 


this vould ko a geod 


72 Shis is coanvepieatd 


42 that 4c agresatble. 


HH 
‘ 


tho hoarkag woz 


sosogent untt) 1:30 pem., oe: tha seus day). 
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Testiniony of Robert G. Havemeyer 
: 
‘Now, Wy “you—— Towe 
sR. FAGLIS: Up chove there is a list pri 
point. 


TE WIGNESS: Yes. 6&0, for that tote, a 


thove as wa dia Zor tho complaint customexs.. , 
WR. MATELAS: You Liguxed out a list price+- 


firnt, a4a vou figure the List’ price per point and epply it 


to the number of points or did you tal each of the products 


I 


1 


s 


end apply 4 & to cha List price as eppoaring cn pages 25 

and 262 , 

ORS WEEMESS: We applied the list prics to each of 
the products. 
BY NR. NATSTAS: 

Q. ind the m you divicod thet by the number of points deliv- 
ered to arrive at a list price per point, is that it? 


YoSe 


A 
& ana this sare prosedure was foileved in the cave of AEP 


im that sesies of exhibits similar to 29, the Pages, I mean? 
Yes. 


D.K. 


In the cave of this series of dcousonts, the pages in 


mebinat 165 éaal ing wlth other then Aap customers, pages ‘85 


tarcegh $0 in there in sda soca how @id you arrive at the 


| nuzsar of equivalent cares es appsard on each of these pages? 
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Yor each prodnct we have the total quantity delivered, 


8701 


end ve divided that by tha 2ppropriate nwaber of units por 
cise. Mer.cxample, gins calions, 4 or paper ee 
whatovor it may be. 
a So, for the tvo-we:ck porica, you would list all half 
culions, vapor, Lar the whole two wosks? : 
& Yes,oir. : 
. tor 

And consider the number of caces of that product doliv- 
ared, is that right? 
B Xes. 
g And then you sould take all cusvts of chocolete milk and 
total union up and siinutten: the number of cares you had there, 
Sb that utat you ard Gaying? 
. : 
f And you would ada thase~-=you would ceeumilate the aunber 


o£ caves For cach cf the products at the ena in order to de- 


tomnine the suther’ of equivalent exces, is that correct? 


a Yeas. 


Is this the sawa procedure thet wes followed in the case 


Q So, you did not consider this on 2 perdelivery basis to 
| Catermine taa mumber of cases being dclivered rer delivery? 


B, Right. In 222 situations wa cook the total number of mit: 
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Yor that two-week paricd, wd divided by the nuuber. of units 
See oss. ; a ig 
We etd the srme ‘thing in the case of the Atlantic & ” 


Pacific Tea Company end the. other customers. 


“6 
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‘Ray 5 Q ‘In the cace of A&P, however, you have an average Of ali - 
jcb 1 ' 
13 stores, I teke it; is that correct, six? ' | 


A Yes, Imt thet ie a mathematical averagd. We didn't ~ 


I think if you go to the sacaps of the individual 


“Saeed * 
Q = see. 


You figured the equivalent cages fox each store and had 
: | 
a@ makhewntical averege for the total of the 13 stores at the 


era? 


A Yes. or oxemple, look at peges 31 and 32, just pick*»7 


twa stores at random. 
Q What is the page number? 
Sh wh SR a 
You will see the points per pn are gigferont in the 
ef Store 317 ara in the cage of Store 386. 
BrA the aunber of equivalent cases iu differeat as veil? 
Yes. : | 
Then im the overall you avereged the 13 atores together 
Six, is thet che vay it was dane? . 
A ea. a , ‘ 
Q vou, gir, ZT Rave one mora question on this hefare wa 
jeave this point. | 
On poye 11 whowe you hava set out the type of peeicd te 


the various stores ee 


A ‘‘Byeuse xe, Dmowld tke to-yget a couple of papers back 
iu oxder heve. ae ie i 
Q sALL right. | 
Page..11, thon, “please? 
A . ese 
Q In the righthand side where you have the computer progr. a 
constants << | 
A Yes. - oe Le a 4 


Q «ost of this eppears to be fairly understandable 


frou the computer programing as you have turned it over to 


us. 


seer wu tenor 
et € st 


“SUE TUTE SOSETRS 


However , there is one item under variable minutes 
per: CASS, aunker of customers down in the lower half, the . 
ones who <= £rom De Lecks iowa, - aud Medes iga thixd a 


uscd.. A -7. You kave a variable number of ntentes on the 


aett 


computer progre:. of 1.902 for them as compared to 1.947 for 
all of chose maxked E-$, which appear to ke the £uLl service | 
custerers and i 2.053 variable niuutes per case for all of the | 
R-5'B, which appear co be she Limited service custcmers. 

AR ‘Bould you — thowe agaia? 

Q R-5 @~ 2 you so shencuis che —— > program constants, 
in the top portion from the ASP stores dow through Wilco, | 
‘enly to nonbsxs appear undies —- ssa per case, K-S 
and K-6? 


A ‘Yes. ' 


12848 


Rn, 


13 
14 


5 . : wad . 
Ress a & . & @& 
nest at ES OS I aE 


sy 8 


oc onap: she nn © a tn = Geaneesty es eee OL SDT 
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Q) RS, Looking -at yore.cumputer gecintent is 1.058 minutes, 
vhich is your wariable wimetes ‘per-wase.2ccording £5 your — 
tine standards for Linited nersice? 


B “Yese 


Q 


according to your tine standards. is the variabie 
ease for fnli. service. 
Now, there is a third mmber appearing down Metew for 


about eix of the other costomers appearing below, ‘Which is 


R-7, ond accoxding to the ee printout you have applied 


the varichla minutes per case you have applicd to them 1.902, 
and = wondered if you vould have avy explanation for us of 
what eles: ent was left out cf thea variable tine per case for 
those cuscaiere ard why Rt was s left out? 
her a difference of .054 mimtes per cage. 
‘ gooksony: at wage 21 of Exhibit 185" which is your Beans. 
tine stavtarde, Tt firA no iten chat Listed at 045. 
JUDUR BIRTHS: G45 appears tc’ be the difference: +, 


betesen Limited service and full service as far as the 


' @elivered ester is sees : 


Eng WEniress Ch, thank you, six. 


a00UR HINKES: In other words, 045 was adopted one 


‘. 
*, 


to arvive et Lirites service in that particular element; but 
it caens 23 though arsthor 645 has bean deducted Zor some 
other xentome | a ' 


t 


. 
: 4 


2849 shits 


‘THE ‘WISHES = cm “not certain of the snstior to 
that and ZT will wave to chock it but I think you have 
provided the clue, -y=ur Sonor. 

“Z can only gress right now that the ie book © 
indfeated something which led us to the judgment t. in those 
particular cases or in those pecticular situations of 
whatever it is, five or aix stores, that there a a valida 
Yeason for making a. ee reduction to those paittentae 
pecomte, 8 ee 

: BY HR. MATHIAS: 
Q All of these wers based upon the stipulation, as, 
I understand your coding on this shéet, ant -— 
gue HIMES: tie. Havemeyer, ‘T think 4¢ you edd 


the last to itens, custerer services ard Select merchaudise 


my txenck to yerr 13:04: ted Besvice calculation you will get 


‘ 
' 


thet figure of 2.902. 
Sort is aoe necessarily whet you did, however. 
SES WIESS: You say wnat? 
JUDce EXNTES: At the {reno of 364 and 480 to 

your 1053 —- 1.053 = ae 
TUS WOENZSS: Ag I renticued, Mr. Mathias, I 

can't ansver wight now ari L will have to check on it for yous 
BY BR. MATAIASs 

oxey, sir. \ 


: ' ws oe : 
You, six, tho nett dten a before w3 leave this ons 
: ' 
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gseries.of dvcuments, pages. 85 porate $0 again, I wopld like 
to xrefexr you to pase 65 which is the Josuph tittle and Son 
Highland Store. : . | 

A Can you wait just a moment while I make a nota on this 
last pois:t? 


Oh, CXCUSC MOe 


Q Referring to page 25, ava this seans to be typical of 
the other peges wnere recupiinlations of invoices vere made 
for Borden customers, there is a first line "Price Fer. 
Bquivalent (carter, axa you have °ALL® and on that line for 


Pittle Highiend Food Store is 228k. ee 3 


®*p-syate Label” in the savond colman is 02383, and. 


Porden label is 4925. 
What is the--  ~ 
we heve not — thet data. 
Rhc is the meuning ~ 
Noe 
hat data is nck used? het calcvletion? 
NO 
zit. FALLS: What pege is that, John? 
IM. HAWHTAS: Bage 85. 
B¥ MR. MAEETAS: 
Q So sore of that data has been used in any of your 


. ic yes ® : 
calculations? Some og wy 
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* A Mo, air. 
_Q : Sixee chat line was aot used in any vay, shoul 
bs stricken frca theze . Naxtous -pages? 

A Yes, there is no need for it; no. 

Q ‘That woulé -bs the first line entitled "Price Pe 
Quart" on pages 84 through 907 - 


Ton ves. 


“i. « Sourt copy. | 


: oe 
HR. STON ¢ Showid ZI strike this? I have ‘che 


MR... MAZEIASs Should we strike,’ your’ Honor. 
guns WINKES s "Sure; bevaiee ‘there has been x 
agreement on the record. | Ls 
| ‘MR, FRIIS: Which Line is that? | 
“WR, MATHIAS: Whe line “Brice Per Equivalent 
Quart.” It’s che £irst line on the nunber of pages ‘beginning 
at 84 which ene enkities "Recmpitulation of invotises.* 
: - MR, WALLS: “Thank yeu. . 
BY BR. MACHIAS: — 2 : 
Q Row, sir, turning to Exhibit o- correction. 
-Taxning to page 425 of ‘Behibit 185 and the gnncid s - 
“pelt of your calculation of delivary cost — ce 
that page is thet again? 
125- 
Yee. 


You stated that the second ‘haif of ‘that equation was 


i sé  N 


sc o  @. 


ws 
° 
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"your -cnicniation of the cost: per serving minute 
on.this pege as-30.454 per serving minute? 
A ©6060 Mes. , 


Is that ane 3 -gix? 


R 
A “Yes. 
Q 


Cauid you explain for us just how you calcula 
this figure? : 
A Pilezee refer to page 163 ae 


Q Yes? 


“2p =. 645.44 ig Uisted there, end on page 164 for the route 


e 


menber 2 vhich is a mixed store ard vending route, a cost 


ef .3135 end the rest of my digcnesion on this pokiis will be | 
pointed tovards those two figures. : 
Q All right, oir. . ‘ 
A If we 2d@ up all of the standard time to serve all of 
the eccounts cn the three store routes, we have a ~ z am 
seferring to line 1 now —— a total of 33,126.80% coute 
minctes. i 
Q ow, how is this figure, this 33,600 figure besn 
axrived ac? | 
A ALL sight. 

On paca smber 19 you will Ling that Figure at the 


bettem of the roe, wight-hend Side. 


o. Yeo, sir, kot 


A avs thet figura 33,198 862 ‘ie“the sum of the ewe Ligures 
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Resitdicneed 


whichis 33,663.713, you will £ind detein frem page 
She last figore on thst page in ‘the right-hand 
total minutes per month, 33,053.713 — 
.Q And that is —. 
A Fotel calewlated minutes of all these stores: 
Q That is the veriors customers oe with ohn ‘s 
"Food Market at the top? ve a oe 
a ee “, 
and dowm thrangh:the 12 AsP Stoxes at: es bottom? -... 
Fhat's right. | o ns ; 
there is an adjustuent there on page a9 of another 63.155 


“*, Qinutes,; tt thinks ‘and if you qiast know, his I’ would have to.” ' 
ay mS te om 


cheok on Lt, but FT think that we @izcovered a minox error 


*, 7 


in come Srequency of collestion £or non-complaint custaners 
or on the jwtbor of stops fox’ wep kan customers, and 
adiac thet back in. Nags — a 

| 9 “Page 19? | 

| ‘ zn “Wage 19. . . 

a Could you ascextein fer us just what that 93.155 
Zigaxre is? 

A Yeo, I will. 

Q ° What is ths enly ditferanve betwen the total-amount 


appearing ox pasa 23 und the total Saoune of <— cvpeartag on 
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page 19; 4s that correct? - . 
A Yeas. 
Q _ iBew, tha -~ these total minutes per m0 
based primarily on yout delivery time etiintanad whi 
on pege 21 of Exhibit 135 and the cases per month 
have calculated for each of these custoners; is vat corest, 
six? 


BR Yes, yes, but ean fixed time. 


“a Yes. Plus the 27 — per month fixed tims to 


these various customers. 

A Plus coltlecticn tine, vind most " it 48 dve to the time 
of handling cases. . 

Q So that it would be “aeectod in _— part by your ‘s 
calculation of the total nunbsr of ceases handled for each of 
these cucentercs ard in very laxvss pert by the time etanderds 
which you hzve applied tn thase various customers; is that 
corzect, six? 

aA Yes. 

mn? Referring £0 -- coxpazing pages 19 and 23 again and 
leoking ot the wubtotel for AcP Stexes under the totel 
mimites cer rowth ag it appears on page 23, vhioh is 
11,867 -- 11,867.7122, going. ever to page 19 you have tuo 
figures for Rep; fixset. is 11,930.207 and then you have a 
second Ligsre, winutes par month Af all ow in gene 


‘ow 


table, vhich is as aad 132. 
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what seems te correspond more closely to the f 
on page 23. “hat is tho relationship between chess 
fines? 
BR Iden't cenemier that dotail, Mr. Mathias. 
Q ‘I-moetice that this apoeurs to be where your additional 
time per morth comes in rather than.in connection witl 
collections fxoa dealiags with the other custeners, o aUBS 
£2 you will subtract the 12,867 figure on page 19 from the 


11,930 figure, you get this additional time per month of 


referred. 
‘Bpparently this is some sort of an edjustment dealing 
with the Ag? stores rather than with other steres; is that 


{ 
correct? 


A Yes, 30 it would appear. Ac I suy I will have to check 


on this, = don't remember that detail. . 
| Q : Do you know what che merming of that statement is, 
minutes pot month if all product in the sanity abel? 
A Ho, sli this fs tied into that figure of 63.155 which I 
do not semesber che detaila on. I will have to check on then. 
Q ALL right. ey | 

Woulg this inateate pare inc&flcieusy in handling t#70 

labels, possibly? 


A ‘EZ dust den’t know, Me. Heathias. 


a 
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6 


All xight. 


In ay event, sir, you arrive at a grand total o 


serving minutes which you carry over to page 163 Of: 


33,226.860; is that correct, sir? 


A 


9] 


the number of route days for those three store: routes;, is: 


That's xight. 


Now the next step on page 163, I see, was to compute 


i 


that correct, six? 


A 


Q 


That's right. 


And that was simply three times’ 27 to arrive at gl 


_xoute days? 


h 


Q 


Yes. 


And the next step on page 163 you took was to have 


errived at the serving minutes per route dey by merely 


éividing number: 1 by number 2; is that correct, six? 


A 


C 


Yes. 


Rnd then on the store routes, you calculate there were 


408.97 miuntes serving time per route day? 


A 


QO 


. 
Pw» | 


ite 


Q 


A 


Yes. 
And what 4s che next step, sir? 
Wa must ceafar to item 25, which is APX 86, and from now 


will refer to it by page awnber. Excuse we while I find 


Okay. 
: ae 
Please «sefer to page 141 and 142. 
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“Okay. 


If you can -- 


All Sight; an 
A Tne entryar posted in column A and -- well, col 
headec “this yaar to axe,” ere taken directly £a-om 
Exhibit 86, aud that will h2 found on page 144. 
ae Of snere kigures are feint. ‘If you check, 

‘think you will find that the postings on page 141 and! ‘the 
curtsent month colnmn and year to date column are — 
from the cerxsesponding twe colwnas «: * page ‘144. 
Q All right, six. : 
B Nov, as I menticned yesterday, I believe, 142 is sort 
of a right-hand extension of 141. It is a Long spread sueik 
which we retyped into two sheets for ease in putting them 
jnto the book. 

- ~ But the line hainiae ar tine peptions on page 142 
corresnoad to the line captions on 141, 

So sek oe axa Aelnn ceally is working from left to 
right on the long sprend sheet and we are then taking data 
either from the current mori column or a me Ox one-tenth 
‘of the vear to date: colin, yers to date being 10 months; 
und azsigaing thet cosh to vehicle cost or other non- 
2ebor or so lubor, platters waicading; or to the fringe 
benefit goles or to cffice ctcaies onto; or to other 


categorie: ander the ri sea set. o£ colums which is 


Ss esetarn ttnattn sania ae chia tp tueadinetedeainairt ane a tii SLi ciel ie hae 


Testimony of Robert G. Havemeyer 


2858 


entitled “ell other not epplicable to AP." 

of 

: Pee right, 

A Now, iE you will xefger to page 142, you will see 
in the nont Left-hand colwen of data, it is entitled fvehicle 
cost." “Bt the bottom of that column is a figure, | 
$7299.35. . Taat's che ticle cost which appears on p ge 163. 

hes, tak figure of $7290.39 is composed of two ‘tgures 

imuediately ahove it. what is, subsccount nunber 264 a 

' 4 
sutonotive accornt; an@ subacsount 16, a freight account. 
What wes the Last? 

Freight. 

‘Preicht? 

Yes. 


Okey. 


Did = say 16? T mean aubsccount 129, line 16 on this 


form. Sudaccount 129, frei ight account. 
You will £ind those figures pested on page 141 which 
in tun eiue from paya 144, 
thet is the $7290.3¢ which you have then posted on 


As that coxrscthk? 


Q. Not: Ghac it is a very bic item, but why would you 
poss fscicht, a frzichs cart to the vehiole acccunt? 
a You will notice the footnote - ~~ by the ways on page 142, 


by she fiuvre 30.02, that should be *% vingle « asteriek 
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instead of a Govble estexrisk, _— ait will cunfors 6 the 
foutnote zat the boctom VE page 141. 


Q Als. ‘right P 


t. 


& dhis freight -- I em anoting, "Freight is amottization 


of freiah:: on trucks from pokat F> had manufacture to he | 
Hammond brench.* 
Q° And where wes that fact determined from, sir? | 
a When we were reviewing these wkhennae we inquired 
about thac, and we were told et that! S what it repredented, 
Q Wow, what say you done wit ch this vehicle cost? 
A Here is “he vehicle cost then for the various 
ney < porate, on their store routes and canteen 
‘You nay eluent Snare are three eidea routes and three 

canceen routes, and one of those canteen routes is -- well, — 
wa have termed it a mixed route. So on page 163, Lina s, 
wea have Bu store route iia aot BL canteen route days 
for a@ tctal of 162 reute duys. 

When on line 6, the whicle ‘shila per route day is line 
A divicea by line 5. ; 
Q That comcs to $45 per dey; is that right? 
A That's sei 

You zlso find that thnt ficure of $45 ig carried over 


’ 


to the vert puge, page 164, and is part of ths determination 
“ab ' ie : : ' 
of the cost for the mixed coute. But we will get to page 
164 lute on, I would | 2inyine. « 
{ 


aI —mae 2 AP Fs Wore 2 


UE Sieereia se Siero. 


PP ng arms OS ae Wee ee Uses ate Spree. ent De oT Ty 

3 | mestimony of ‘Robert G, Havemeyer me a | 

ars 2860 ees : : 8717. 

: 1 Q | Sir, Fizcst of all, to go ‘back ‘one ste , Mhere do we . 2 
determine the Aumber of canteen rovtes «and store routes? 


2 
3 ry Yell, that’s -- well, you have zroute books here, six 


ry 


route bcoks. 


Ss il @ Six, that's -—- those represent the six coutes| you axe : 
‘ | talking abcut? i 
7 B et me just check: on that. coe : | : 
a First, each of these is labeled on the front the 
9 number December '69 mos at least it indicates what routes 


10 there are. 


1 Q Well, your analysis of those books showed three store 
42 routes and three cantean reutes, is that Ae? 


3 I think there is also something in the record some 


‘4 other place, I con's knew where NOW, tO show Gece each. 

15 Q. Your analysis of the route books indicate that, is that. - 
Ge i : 1 , 

oer . i 

7 A x thine it is more thea just the route books, but fT 


cam't recell what it is. 


19 Q BIL Signe, sit. | 


20 You determined the vohicle cnst for route day of $45. 
24 Your next step is isete& other non-labor frum analysis of . 
22 item 25 e : : ‘ : : i : 
le Can vou explain to us where wa find that data? 
fur ; : a ‘ , 
“ae 
2A A AL i S ight. ' : 1 
' : ; i os . 
| First, Zor leantifieation, item 25 is AP Exhibit 36, 


(< 


EEE ENE ECB GT IDA Cee IP eo AR VETTE SEEM Pek Ah Nee ee a 
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end Z will ‘refer to it by pace samber. . 


el 


wo. « what as pace 144 in Exhibit 485. 
A tight. Thank you. a ; 
a AIX vight.. . . S . ! 


A Xtea 25 is page 144, end its analysis is on page 14] 


@ “Ril xight. . : a | 
De vs previously referred to it on line rz on the! vehicle 
Ae an { 
cost. We have teken that from analysis of item 25. 


Resercing to pages Led ane 142 is really what that deus 


ie 


So now what expenses would : we accumulate vs arrive at 


o 


this $20z2 Hennes 


_ Gn pace 2142, second column of pense data, vou find a 
total of $2022. 29. That is the figure which is posted on 
page 163. ae ae 

The $2622.85 46 the total of various postings shows 


mhat. Under the general caption of delivery expense and 


the aubondt thea of othe: nOt~JAboOL. 


A %t includes iheme which ace there for, the purpose 


of onexeting the anlLivery eee of a non-vehicle mshi 


and also wonw-lahor, chet is it does not include conpencation 


Of The ro'theyen aud it come cot ineludea vehiéle cost. rt 


nneludes a little Zor lea and eupplies. 


re) Six, could vor. retar us to ‘the “ines on pags 144 were 


ae? Testimony of Robert G. ech usa nig 8719 
; 2002 oF 
i we fird these iteme? I sec ‘the fix rst one is wet ice used on 
} 


YOUtCeS. 


TUNCE UXNEES: WiLL you hold just a moment? 


we? 


iDisevssion off the record.) l 
JURGE HINKES: All right. | . | 


JHA WITNESS: To yemahity our sc ciiseiatminas here, 


' 
tet len ask you te nesuurus that the postings on page| 141 in 
the column entitled “current month" and that one ehtitled 
: ok. 
"this year to date” are true postings from page 144. 


Ctherwise, we will be going back and forth and back and 
forth, and get con fuse. : 


ee: la 
IE my adsumpttie ye then we can ReeP 


18 referriag to pace 141 instead of going back to page 144. 
ay Mr. Mathias: , 

: a 
always work out right. : 
A ALE ae ey 
Q Fox instence, the first item, wet ice used on routes ~~ 
a Yas. 


Q ~~ a4 paga 144 em that tetazl, is shows nothing for the 


6 Q Well. there is only one problem, gir. That doesn't 
| 
z 
; 
t * 
guscept manth and nothing for that same month lest year, 


cae A Sa AES PLS OARS TTL 


s es * * o- paige “ +4 #, 
“ut dosas uvhnew $32 year to cate. 


2 j 
| ae { Whether that wan ail dn ene month or all in one day or 
3 ; : 
| Wat, You havea appuzently averaged that out over the year to 
. ‘ i . 
: : 
25 | $2.20 per woth; iy that correct? 
t : 

wo ae 

i : iS i 

ae 


ek 


& 


6p ARR PENS IBS 


ee ee Sane Needy benad oe hart Lp hvac dnagenquetcacgnplpncurinteber gibator™ 


Seeman * 
es GS AROSE, ARE OATES WA AABEC ILLS. OEP TTES 


Ge 1 At A, EE 0 en an SO RANTES AOE 


Reicbtesad 


ee@ + tee + 


tors 


E cidnce-diteatcata 


verew: 


oa nee a eee 
LS EATEN PAAR  * NBL CaS OT tah CE + LOE 


each te 


* 
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TF your word Like to have page 144 in front of y 
ot neuen, thet is your option. ‘x think I can explai Lt: more 
simply by suying that let's refer to 141 and then I win 
explain ‘ec you what I brought over to page 162 ona 
peeticulas Line oz subaccounat number. : 

put the postings on 241 are 2 posted directly from pea. 
Q Yes, six, but thers is « question ~~ well, okay. 


Ah Do it your way, then, okay. 


Q hat just Goesn't eppear to be so. Teke the second item. | 


_ ‘The second item is supplies. 


A . Yes. 
@ Your listing under other non-labor is $73.37. 


A Yes. 

Q: The supplies : for the current ‘month on page 144, which is 
the Borden xecord, is $6.24 far the month of Octobex 1969, 
end fn the year to dute column, which is two colin rae, 
“hare is a $733.37 figure which you have apparently : 
nvareged to vome-to the $73.37 figure. Se Se haaete been & 


wattes ef lifting a figure from one to the other. 


Pn Kould von leox at page 141 on that. specific account; 
stiralies? 


a You. 


% ra vot sig both a Ligure of $6.26 ain columa A, and a 
$7334 coo ‘ 
LLow.e of SES in two colhvang to the right? 


omeg 


-t8 


ars 286 4 Testimony of Robert G. Hdvemeyer » : 8721 


1ff © ‘This is page 141? 
‘a Yes. 

2 Yes, 2 see it. 

i So the postings in those two columns are dizectly |xrom 


page 144. 


: 

nee 
ee | _. 
| 

H 

| 

| 


| 


ty) 


oe 


C3] 


a 
23 | 
H 
hy t 
t all 
75 || 
‘ { 
“ 
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woe merely cuggesting that ve could simplify this by 


zeo, 


from ‘pega 181. 


~ eee 


Ril riche. 


x 


Iwas lesking at the wrong page. 


« * 
ee ee porary 
fee ae TN TS OF Shee fare eees: meee 


see 25 Sere 


Kou, lct us take or take nowevar you chooce. In the 


at Tea which is euch a cmall amount enyway, there is 


a? 


caconmality to it and it scemed to us that using 


+ ena 8 


Sigute for the month of $1.20, aapanaie it is 


8231 occaBiorrllv for some reuson, was a more appropriate - 


SRR e men own cee cene ome 


fe. 


figure to use than a zero figure. 


Fe etna Me, eee ne OD AD te we Geet oo tee 


| 
| 
| 
| 
| 


So, WG ere at the-= 


a . Ooo 


me 
‘vw Pees Mt entenn A R 


ase Owes 


Eas, you have-~ 


the Gaz of the next esceumt, “Supplics,*® jn a percicu 


Peet a aid in hedeot ticles 
Peete eae ieee 


repvusentative and it sesmed to vs 


 istcamoch es ’ErQ Working with the month of Cetohsr and 


- & Peo 


lis yarietoe Enea figuras, that a monthly bassist for ‘thoes 


goulia Be ¢ 


LG be trove eppcorricte te put in co we put in 


vat ce we 
$233.2 GlIuIe 


3 Che most Loon you neve used in theese as 
MEN chow Bypennde’ F 


te - 5 eno; 
mw pehye 


aver | cach ovina tememeosuth perded. 


* 
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Wa cook that figura. 

Weaich Lina ig again? 

Xt As jiine.17. 

Ai2. .zight,.sir. 

Wes in the not. one? 

"Roenaire to Eyuiparnc" is the next one. — 

fn that particular month of crtcber, 1969 was . 


slightly higher than the L0-ronth avarage but again we thought 


i the lo-nenth average was more reasoncble and represemcative 


end we tcok the 1O~nonth everzasgo and posted $224.22. 


Q Tan tat at pags 142, it womld eppear that you have posted 


: 


& a 
F 


Q Thi..3 le where you have accumlatea this $2 aca 89 flgwe, 


‘$s it mot? On page 142? 


: Be Year. con't you ees a figure of $224.22? 


ia Oh, 011 sight, sir. L was locking at the wroar figare.” 


< 
b, | 
* 


- The next ome is row on line- 13, "nent, Land ané Buildings,/ 


; and you setics for the month on poye 3242 At igs $615 end for 


Lo 


fo 
the year to dnte it is averaging $662.00. 


. 
sre, 


tt is our weiaxsccearding Shat. “sho Hexmord Branch was 


ities at this time and. in this ease it 


li 
; ceemsd moe approprinte that the particular month's Zigure 


.. 
" 
3 
{ 


5 


rout be noxe raprerontative of thove-conditions -than the 


Ytar-to-di.ie Ilowes. 
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So, wa took tho-nenth figure which is the ee i faa 
‘in this cass. That £iqere is $615.00. All xvight? 
fh - JOS « 
A The vext-cre is line 24, *Inawronce on Fire 
Zt is 34.00 a.morth Jn either caus wasther it-is the 
asia OF yaar to data. | : 
So we used $4.00, ‘ - | 
Ths acut line le line 254 "maxes om Real end Personal 
» Provorty end in both the cattle: month and. year to date the 
i average 12 $223.00 end we took that figure. : 
36 acxt Line, lins 26, “taxes and Permu.ts, other, * 
| 4t is $26.96 for the month end has averaged $12.10 for the 
16 months and depanting wpon the data oa which taxes or permits 
may ba paid, it soerod the more Leprersntative figure would 
‘ be the 10 ~acnth avarnge SO WO vecd that. , 
In some oases, wa might take the figure which is the 
{ Boathly Sigua. It night be higher or lower than the 


' uvarace kos wa took (he one which vo considered to be 


. 


‘ peprasentative ef conditions. 
Lina 27 "ReaveIntion on Bulliings." Now, it 1a $47.¢c0 
; for the nonth, end the L0-month a arege is $86. 


for the seme ccagon as in the ease of lire 19 vhera wo 


. . : *. 
3 tool: tha inonth figuec rather than the 10-faonth avereye, we 


fele that wae noice aryropriate here, also, 


nd 


Ook. 
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ot : Tine 28, 


aad 
S cteetteeninidiiana dl 


thet in “Depre: station Bary Hechines end Equipment." 


For the monch it *3 $514.06. For 10. months } pene to date 
it is $640 average.. 


hm» FGF WN 


Silene 
NE ee 


et 


Zt. F2ecaed ‘to u3 for the same raeacon thet $514. 


“enemies 2 


>] 


pacticuler month's iigure was more repregentative. 


Tho seme e2ppli.cs to depreciation on mechanical equiprent, 


Se eed 
San OEE LI Ree ae ks NE NT. 


ge ws 


$39 was used. 
low, Wa come daw to “Laundry,” line 32. 
co ahuad. 


o 


wes, 
i) 


ead 

teh 

aad 
‘eames 9 


S Bing 32. "tawdry, "ponthiy Stgure $15.00. the 
averege for 10 months is $9.00. 
We tock the meathly figure. : 
. Phen there is aa account or line No. 33, a pouce, fee the 
power chaszgor for tho month $250.81, nid the one 


ie . . 
mm = veading it right? : 


| 
! 
| 
i 
{ 
I 


Wie tock the me-rchiy ‘figure o£ $250.81. 


So, oO” page 142 whan you add chose up, it is 8 $2,022.89 


wee Sener tee 
oe 2. ee oe 


a 


tmat hat been eransfexrail to line 7 of voi $63. 


Six, uxile we ora on see erbjcct of apsiying Sither 


< t. 


= 


Z note that .to go hack 


Pe ee ee ee 
oo ae Sen ee 
* . 


0 the: pravioug exp’ :89 ites which vou hed Sehentihon on 


i343 4, — vohtala Cust, that if vou take the uosrolie month 


' of Octohex 1969, . the figure which you used wag the. ei 2257 . 


<: eames seem + A ee ts 
= 8 RO et Oar em tem 


Sages plus tha odaicieanl frai¢ht allocazion of $33 you . 


2m oe 
a 
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necationed ahova~— ¢ 
a ets ; : 
Q Yaszras3, LE you t “2 the year to date, a have an 
nvoxege Pot month of only $5,588.60. 
ac Yes. P| 
% Tharg ses sian ts take the current month's inten, is 
that corvect, sir? ‘ é be weed 7 : 
— tee : 
2s How, cir, having accumalated.chie figura of $2,022.89 for 
“Fethes WeasEabox" hew have you allccated that figuce, sir? 
a Ali right. | 
* We gteo Sividea that on 162 route days wadeh is shown 
_ ea Line 8 again to got a cost par route day for this portion 


of the Colivery cost of $12.49. That is $2,022.69 divided by 


e 
° 


262 vaish isexcuse me a moviont—- $22.49 shown on Line 9. 
So, ts far wa snve ldentified tuo portiozs of this 


sorte Car gost nemeiy the vehicle cost shorn on lines 6 and 


owe aha “* 
rue ee oe 


ghe ether acueisbor nen-vehicle costs shown oa line: 5. 


- 


ory 
A 


o be 


er ae Oo 


adh 
[oa 


=. 


Nev, “std SG 


. 
4, 


2e xmoute Iavte 


Yo3. ~ 


Bow of what is. tten 32 ond where do ws find it? 


Pox Lisntific:.cion Item 32 is Ace Exhibit 92 but ~ 


4° 


Se Oe ee Ot Ta oe. SST 
ia ie vee teeth ee <r ween De eeee eT. oe ee 


4 ' 
are now oa, I will scfer te Lt by Po.ge wuxber. 


- 


cl eete eee 


2: 
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Q aP Exvitibic o1, d2a you cay? 


Tesi, : ASP Bochart Ro. 91. 


‘ 


VWhera Go we £424 thet in yous: decwrents? 


At aA estiect xy keacings for a. moment herd... 


i 
t i 


Would chat be »,age 145, aie? a a 
(Pages 185 Cneowjh page 202. .% think di is raally threugh 


a Uhole group of papexs bah p2ses 


Go teqpeneption. 


Your BOnOr, Z note. thet ie is ‘ of olcok, 
: 


4 eet into thie past ticular oat} aot matter 


“yaba it wontda be a good stopping plass. 
} ‘ : 
Zs this « eon méient point co stop? 


Re MEHERSs ut orebal Ly tule be ae gocd 238 my. 2 


“Mt noe 2 eriivea thi: par x cost elowmt wes going to. 


Bi CLG; 


' i ay vo Pe tats = Si i : Dy PIGS. ‘@ 


“3 take 
sar Ditvaan minutes ts ce through. Ss, = think 


«4 


fed Faye 


« 
WHEN GUORE eC Clsouss ouE 


moexrned 


: 
{ 
t 
| 
{ 


wom daey ied 
oe 8 piaaties at 


smocrey mosming at x8 SMe 


SOEs aes se 


eeccevgen, ak 1:03 cum. thi card was adja ouraed wrtdl 


20 aoe, Watlingdaw, bav'is, 2976.) 


° 


to 


4 theese 
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PROCERBDINGS 
JUDGE HINKE On tho rocord. 


Yeu may comnatnce, Mr. Mathias. 


- 


ROBERT G. HAVEMEYER tho witress on tho stand 

&& tine of necoss, vesumed tha stand end testifies further 

as fclleows: 

_VOLR DIRE EXAM(NATION-- Cont:inusa 

By Mr. Mathias: 

Q Mr. Haveweyer, ai: tha clesa ef yas tarday's session, wo 
ware discussirg pagu 163, Respencont A&P Exhibit 185 for 
identification, and we wera ebsut to begin on Iten No. 11 

; on that pags -- or, correction -- Item ne. 10, Labor Cost’ 

Pox Reute: Day Excm unalysis of tte i aed you hed noted 

that Item 32 wes als» Respondent ASP Exnibst 91, and hed rofex- 

red us in Buhibit 185 to payas 145 through 161 for tho 

gpag3ea fron uhich ¢hia analysis wes érawa? 

Yes. 
Bow: sir, could you axplain from that point jus? how . 
you arr ived at this lubvor cost por reuto day of $95.70? 
JUDGE ort What pags ‘he thats on, please? 
PR. MATHIZS: Tho final figura, $95.70 appears on 


Peeo 163, Tem 10 avd tho pagas to which Me. Havaneyor refercod 


tee ee So 


us yostsarcay ware his caleuletions ef this were pases 145 


through 161 ef Bxhibit 1865. . 


CUR WILNTSsS right. On pag 145, above “the middl-: 


ad 


OO ee le ee RO Ne RNS SR Ne a pe Seg ee 


‘ 
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of tho pays, whara it enres Cae Por Route Day, and that is 
Stora eeess, you wji1l eta, on the ‘right I hand sido, uador the 
column sutitilad, Total, a ficura of $95.70, which is the 


ficuze which is transferred te page 163. 


@ 
Soa, new, we will eidreas ourccives to tho dotnils 


which mak3 up chat $95.70. First, as yau can sea, the $95.70 
was 6oriv3d by dividing a figure of $7,751.58 by 81 route 
deye. Can I have my 1i.ttlo calculat “OT, please? 

‘ @hoat is the way tho $95.70 was darived. Then, wa 
ge beck to cha two companents of tho $7,751.58, and thet, in 
turn, ig the sum of the tvo Figuzes above it. 

By Mr. Mathias: 

QQ ° Six, these ava figuras including tho wages ard 
commiesione fox the rcgulaz seute oorsannel, tetaling tha 
gum of $5,191.37, plus what you have toxrmed the Route 
Support Porsonnol, hich tetels $2,560.21. Is thet right, 
Bix? | 

A Yes. 

oO Going to tho Risular Route Personnel, I can e030 that 


thay can bo idenhifind through Exhibits $4 through 100 which 


aro tha Rose Books, und which boar their names? 


AC sOY@s.. 


Q Now, whero Gid vou ebtain their saloxy aad commission 


2ta> . oo : , " s 


A All xright. Yon vill asa a column, or 3 sste -~- a sat of 
ad 


ow @« ~~ « 
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3 columas with a gensral subject ovor At of wages, and on thet 
pag3, and opposite stioxa routs driver no. 8, thore in a 
figurs of $198.58. That is for Mx. Nowicki. For Mx. Shavey, 


on Route No. 5, 1% is $122.20, and for Mr. Murphy, it is 


—. 


Yd 


$158.25, and that is $479.03. 
Q Now, six, I tske it thoze figuros wore trken from page 
146, follawing in Exhibit 185. Is that correct, six? 

A That is right. Pag# 146, there is a columa entitled, 
Total Wagts. Now, I realize it is difficult to read the nauss 
of the gentlonnon, but you do esa there Figures of $198.58, 

8122.20 and $158.25. 

._g Sir, on Exhibit 92, which is another copy of that same 
pago in ovicenco, thecs numes ara visible, so there is no 
problam with respact to the nanes. 

A All right. Thank you. : 

Q Then, thea commiszions por moath were tekon £i:¢m thea 

next column on pigs 146. Is thet coxrect, six? 

A- Yas. 
oO is thare any way that we can determins that those are 
mouthly ccnmmissions fvom thie snost? - 


A i nsed a minuta; if vou will turn to tho next pasa, 


| which is pacd 147, this says, Monthiv Statcemont of Carmissions. 


Thee 43 tis title of Jt and it is for tha mouth of 


° 


| Octebor 1969, Boar in mind that comntasions sarnad in a 


pextZeuloy month arg paid in the Zgollcudng moath. Honea, cn 


- 


yo 


Lo) 


+ 


Me eens! FF OH ONO g Bg eM orm mle oy ate oF Rane ms emmpemens - 


we aoe GA ut ee a 
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paga 146, the commissiaus ware actually paid in tho week 


ending. November 22, 1669, as indicated at the haading of 


‘thet cheat, but as vou can 353 -- well, for g@xampla, on 

pags 147, We. Nowicki iis tha last of ths too group of 6 
as ae 

paonle. If you run venus finesse acress to the column 21 

Total Comisaicn Paid, there is a figure of $2,012.$5, 

which is tha sama figure tuat appears for Mz. Nowicki on p2ga 


146. 

0 All cw, sir. £ taka 44 Af you chsocked evt ve 
Shavey and Mz. Murphy on paga 147, that that same outa 
apply? 

A -Thet is right. 


° 


Q And ¢hat is the way you determinsd that was tha menthly 


connisgsion? 
A Right. ; 
Q in what manner did you determirs the wages on a 


waoklv basis, sir? 


Would vou tuxz co pega 146, please? 


Yes. 


vr Oo 


Por thesn samp contlenen, and go beck tc the columa 


entitied Total Wagts. Firat, wa do have, at the tep cf the 


pega, tha fect thet 1% is the onaed Novembsr 22rd. 


Secondly, 23 you les: 4n tho tyvo columns tamodiatoly to the 
lofe of Total Wacas, yer co2, Total Lourz2, Regvlaxr*and Overs 


Wd “e 


Q Yas, 3ix. 


ee | 


{ 
4 


ee ae ene eee 
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1 A Se, obviously, ona also, if you look to the sarles of 
2 6 or 7 small columns 9 the logt of that, which te honded, 
3 Days of Wook, you will notdes that tha number of hours that 
4\| thoy workad ia the individual day columns ada > to tha 40 
5 hours or tha 32 hours, and in the casa of Mr. Nowicki, te the 
6 a heuwva of ovartima so we hava here hours worked by day of 
4 wesck adding up to hi total horrs shewna’in tho Ragular and 
8 ovartins columns and then the Lox column is the wagas for 
9 those hours. : 3 
"40 Q Sir, thon, it would sppsay that in the caco of Mr. 
fi |} Nowicki and Mc. Shavay, thoir waskly vaca would hava to ba 
12 j{ @djusted wince one had not worked a full week thar: wook, only 
12 || Worked 32 hours, compared to the normal 40 heur wek, and 
14 jj thus hfe salary would be a little tow -- instead of $122.20 -- 
15 and Mr. Newick2 had warked an oxrtea day in this particular 
- 16 | Wook, and thus his por weak wage of $198.58 weuld a wartypical 
47-]{ because 4 accounted for a 6 aay weet cathes than: a 5 day 
“ week. ‘Isn't that so? oe 
wi 3 vos, bus you netics on page 145, that wa axe ‘working with ‘ 
i & 
29 || the total salaries cf thase gon¢lexea, so 4€ thera 4s soma : 
23 figura which is unrepvasnntative about 2c, ic would only bo to : 
- gg jf Sho oxtont ef tha ovaritms premium in tha cése of Mr. Nowicki. i 
23 In othay words, Shavev vorked 32 haouve » Newhehs worked 68 hours, 
24 ny seincldanes thay balanca oak ochtx one Ja cecacy, oz a 40 | 
hour work 32k, but Newlekd would hava sons overtime preulvia ! 


a2 £. &) J ti 


1408 g 18 ee teem 


cs 8 9 ne pn aie saccade tances 6 hencueidctes 
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i for tha 8 heurs, co if there is anythink unropzroesentative 
© 2] about it, 4 would caly ba ts ‘eho exten: of the ovartima pren- 
3 fum pomtina of the 8 hours that ha worked. , 
© cee Q So thers is a chance than thet this total por woek ig | a 
5 overstated slightly due to ts evertime premium nada te Be. 
: 6 Nowlcks duriag that wook. Is that corract, sir? 
7 
8 
9 fect -- that soms overtime may have been a xoutine. For 
“40 oxample, in industry, and tho delry industry cen bs one of 
il them, it is economic to pay, to hava semsone work overtine 
12 end pay tho overtime promiun up te sono point where the 


overting premium cost is lesa: than the cost of an additional 


A Vos. First, tc auswor chat, yas. .iet ma commeat on it. 
Zé is alsa possible —- I don't know ££ we know this for a 


14 porsen working a Zuil woisk, 20, if sem> ovareime was a 
15 soutins, and thaze could bo a veason for Chat being thé acymal 
16 thing, thon this wenn be: ropreuonteative, but in ‘any cage, if 
47 ehoro is anything that is not roprcecntative, ie is a small 
18 ainovnt -- only to tho autent of He. Newicki's premium porticn 
{ 
19 ef his pey for the 8 hours. : 
20 Q New, siz, going toe tha soxt SeCwent, the Route Sunpost 
21 Porsonmal, Me. Bout we Liste as Suing diam acd Iie. Cenaningham 
22 is iated ag Foromna Wholusalo end Mr. Shepherd is listad as 
4a 33 —Aseiotext: Foreman Kaolasale. How ala vou obtain ¢chis 
( 24 ingeormetsion, six? : - 
95 A On pags 146, diva sacond group of nawss ~-- ond ie Pomt roy. 


eta 
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and ono in Shepherd. That és lines 5 and 6, and jest above 
that you will seo ey can't make out tha words cn my copy -~ 
4£ you heva tha origival you may ba able to tall tasier, bunt 
there is tha words oaks Foreman. 
-Q Six, I soo Asaiztant Route Foreman. 
A All wight. 
a. ie Me. S. Pomeroy and Mr. R. Sh2pherda? 
A So Me. Shaphard has been identifisa as an 
heisdale ius Sines. Now, wa asa looking fer ur. -- I 
will have ta leok at the original, vr. Hathias. 

; sight. 

<10nt. < om teforciag to the exiginal copv of 

. Pag? 145, which is Asp Exhibie 92, aud Z sea, under a heading 
for a group ef 2 gonticman, Cunningban being cao of thea, 
and tha heading i5 Uholosaia Foreman. You wi21 notlen. en 
— 145, that I hava liste ur. Cunningham ce a Foreman of 
Wholesale. : 
Q Accoxding to 145. you hava liste’ mr. Pomeroy &3 Swiag 
Kan Rout2 Susport Pixeonnuel on ths mixaa SS contecn conic; 
hava you rot, sir? 
A Yes. 


So you heva not listad hin 28 @ Foreman? 


s 


Q 
A No. I raforved ty Cunningham. 
Q 


Oh, CXeves Er. You have Ista him as Povcuufi tholessi: 


at tha ten of shy PEG2, Rouee Support Persennsl? 


HO 1S Ee NN ee See RY Ht ee RN EN LR eS LS i Le Tee Cees t+ Fe mew wt + ene em nee whch ont 6 ae 
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A Yes, gir. Mr. Boga, egain on A&PX $2, which is the 
original fox pags 146, © fiad itr. Boga listed on lina 17 -- 
excuce ma ~-- ha is listed uncer a Group heeding called 
Whelgsals Route Mon. Can I also look at the Routs Books, 
please? 

‘Yes, sir. Thars they exe. 


Sonsaas hes weittaa in the werd, shop, noxt to his naa. 


Siz, those words aro not: in evidonco. 

Oh, they are not. 

Thay had bean put on efter the decunant had haen taken 
from Zorden‘s filles. These paxticular werds, Shop, and 
Wholesala -- 

A ‘fo the best of my knowledce, that is not our writing. 
I don't knew who pat chat on thsre. 
Q fut et tha mawsnt they are net in ovidenca. 

.MR. PALES: Whak route book is that? 

TRE WITNESS: I am coing = leak threugh ths group 
of thon, tut this is wo~-7. 

MR. FALLS: What pego is that? 

TELE WITHSSS: November and Daccnub2r 1969. Al2 of 
these boole axed Novainror and Dscembur 1969. 

‘wm. P2iLS: that was tha orga number you rend a 


seforenca te thers ea mement: aqo? 


a 


THE WEARS: TT bavoa't mew anything from it yot. 


Cd 


TSE wert hy Be ea oe 
Be oe ree 


rf 
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MR. MATHZAS: Tho “OofLexrsnacs was from paga 146 of 
Exhibit 195, 


MR. FALLS: Thank you. 


THE WITNESS: Well, Boge is not Listoad Ss Foroman 
af 
Ox Aseietrnt Foramsn. He is listed on bege 146 of ths sriginall 
of page 146 &s Wholusals Ronto Men, so ha is not a foreman 
OZ aesistuns Fomomeu, but you will ales -notics, whsn you 
losk at prgs 146, that he Gaga sot got much ctimission. 
By Mr. Mathias; : 
Q S0 you have assured ha 33 a SvW2ng man, Eron that? 
A ~ aseuns ha iz a swing-man bacausa of thet. The rogular 
FOUCG MON ara the eres thes gat the high comnissions. 
Phat ockar vemos 7 Senceened with? 
Q You have alzenay statcd vou tack ur. Curninghen fren the 


Bente Parcana Sactton abevo cod ize Shovherd — the Ansistaat 
Group Porenen Section above -. 

A Yes. 

Q I notice ona othe: classifi stion en page 146, and that 

fa Contact Man, Houta shat bo tho salesman, sir? 

A On GhQ otiginal oa page 145, 1% looks like a mz. Biodent- 
st2dz. i 

Q Tho Contact an would ba tho Salusman, vovld ha not, sir? 
A X thirk so. 

$9 Wa would rows Bes conecarned with him ct this basticuler 


Q 
polws? 


some Wem ee mee gigs emma oe magne ote Gimme He Ho ow eto Ae ceteRS wees Cee Oe 


oom: OS ice meet me Meer natn ee in an tn Se RE A 
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Theat is right. 7 
: Se you have Sakon tha wagss of Mr. Bogo, &s ne Swing 
Mea, Che wagos and commissicns -- | , 


aA Richt. 


@ 


Q Mz. Cunninghan, as the Foreman, atid Mr. Shepherd, his 
wages and coumissions, as tho Assistant Foreman Wheleselo? 
A Yes e : . : . 


Q And included thon in as the Route Support Persennel for 


‘tho Wholazale Reutes. Is that correct, sir? 


A Y@S 0 


Q And taking tho veges and commissions tegsther, of all 


6 of theses paxsermmel, they total $7,751.58? 


A That is xight. 
Q And you have divided that by 81. Is that correct, 

ig right, ¢o get $55.70, and chat is tha figure 
which finally was tecasferxysd te pags 163 whsre,.aleag with 
‘osher csogmants of tha Route Day Cost, “vo intend to como up 


with a Total Rewsa Day cost, and then a Cost Por Serving 


HMinuts. 


Q x § hava enG problem with your number of days, tha 81 
‘days. 1 xvalisa thise routes wore sorvad on a 6 day weak. 
Xr take it the 81 days 1s beectd upon your asalysis of tha 
mouta books, is that correct, six? . 


A. 3 _ Yas. 


eres meee” 


hg OLE LOTS SAS FOO CLO EE, | 
Sm eet 2 . 
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Q Lookiag at tha number of days worked by thsss individuals 
3 4azivors and the swing man, it appears, leaving off ths fact 
that Mr. @uopberd appanes to havo served seme routes as wall, 
sinca ho wecolved 2» cannissicn, it would appoar “chat tha 
rogular vou persoml aad tho swing wan have dxrivan a tozal 
ef 92 days. is 1% peasible that Mr. Boge, tha swiug maa, 
was the sting man on both tho voguiay rout eGs and the cantern 
reutas, ard chats Ais salary should heave heen split botween tha 
two? , 


A How have you arrivod at ths 92 days? 


Q Page 145. if you teka Me. Nowicki, Mr. Shavey and Me. 


Hucphy, ee working 5 days por wack, which you have assumod in 
your calculations, mat is 3 drivars, 23 days apiece, vhich 
com3s to 69. Ian'’t that corract, siz? : 

A 

Q LE you tee wan) avd it agppaars again his 
Saiery is ena: a 23 day month, according to your 
calculation, that 34s an additional 23 days for a <otal of 

92 Gaya, x xathor than tha 81 dsya which these routes ware 
Gsiven. I might not> che man you have Listed a3 tho swing men 
GR TaD cairtann roube, fe. Pomsroy is listsd on page Ho 

@$ an Assistant Routa Fercman rather than down auesag the 
Whelosala Ccrivors. 


A Yos. 


f this baneese G2 imporiact pelat, I wkil have to do 4 
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Little further checking. I think wo havo indications 


in tha rovts book es to the routes thoy served primarily. I 


can't’ pit my Jingsr on it golag intents fe quickly. 


Q Sir, 4cn't **% teva, if you take tha 69 days for tha 
anes 


regular veuts porgonnel in both tha regular wholesale and tha 
cantcan reutus, that thera is a total of about 24 days 
wrrccounted fcr by the ragular drivers eon both routes and 
that Mr. Fogo, the suing man, has worked 23 days ~~ wouldn't 
3% ba logical to assum) ho split his timo betwean chose 2 
tyros ef routcs? , 
A Thet legic seems right. 
Q Mr. Foxrsroy is not listed on pago 146 ae a swing men, 
is ho, six? 
A Ha 4s licted ays an assistent route foreman. 
In connection with thet, sir, r 8G9 that 
you have is sd Mz. Shephesd and Mr. Pamnroy as Assistant 
Rousa Fozemun, oithes to tha zegulear wholcsals routos of to 
tha cantzen zoutes, whereas, pogo 146 éccs not dasignata which ! 
62 rentes they would corva. roi aid you dotermins Mz. 
phexd wags the Rust istant Feranan Gf tha wholesale routes 
Mer. pesioneny was tho Assisi fant Porennn of the Canteca Routes 
I have ssgragutta tha sot of 6 books Snzo 2 groups, 
ona boing theso whieh cdrve stores, and tha other boing che 
oncs which cexrva eer ion or, ue Iwas, poedonlnestely CUMtcar, 


L€ now exelusivoly. 
ae 


Testimony of Robert G. Havemeyer 


2003 wu 


Q Thesg axe tha cours. books? 
A Yos, and when I lock at the front of tha beok, just 
Anaida of tho cover, you have tho routs ee 8 nans, 
and his adéxees, end in seman of tha books, but-not pill, you 
have got Che nano of the foremun or assistant SOECMER. 

| New, this ona for Newicki do2zs not Liet tha foreman 


ox the agsistant foruman. This cne for itz. Shavey lists Shap- 


herd as thd Assistimt: Foreman. This ene for Mr. Murphy lists 
Y 


Shophsrd as the Acsissant Porsman. 
Q All right. dust so wa know how you idantified which 
routas. “ovldn’t it ba correct, sir, to amend paga 145 to 
- changa Mr. Penaroy's éa8ignetion — Swing Man to Acsistent 
Porenan? 
A Yes, I think you axe nicht. 
Covule we mzko thats chengs ca this oxhibit? 
All vight. ie 
JUDGE KINEDS: Very well. 
THE WITNESS: Now, then, oppesite his name and under 
cho term, Reut3 » Supgort Pozsennel, capssite C-4 -- 
HMR. MATHESAS: And Mr. S. Fomorcy in tha second ° 
eslum Gntiticd, Job, it should veed, Assistant Foreman. Ig 
that correct? . 


TSE WITHESS ¢ Yes. 


By Mr. Methias: 


Q £ world lika.te nets ont cthsr arrex, om paga 145, ond 
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thet is tha spolling of the name of the individual you have 
, Zor Somenas On Routs Support Porsennel. I% is spelicd, on 
page 145, as Saptinies.. I balieve, 1£ you will check pago 
146, tha original, you will find that should ne Syottee 
Szcezapaniak. 

All right, sir, so now you hava arrived at a 
Figure of $7,751.58 for the regular whnelegale routes: 
which you hava treasfarred -- wall, which you havo converted, 
First, to Cost Ber Routes Gay of $95.70, and taansferread to 
item 10 on page 163 of Exhibit 185. Is that correct, six? 
a. tie: : 

JUNGE HANES: Ono memant pleases -- that figure 
of $7,751.58 is ths total vanunoration for, apparently, 

23 days of vork. Is that correct? 

THE WISNSSS: Wall 23 days by Gach of these 
gantiersn, but rencubor sone of thom are swing men or they 
taka avar tha Gth day of ths route. 2 

JUDGE HINKES: But in any event, 23 anys? 


THE WITNESS: Yos. 


JUDGE IMCS: Why do we thon divide that by a 


figuye which involves 27 daya? 


CSUeS tha group celiad Route 
Suppert Pexsennol, ovo those who will ron tho rouks oa the 
6th cay. Tho xeculss drives ‘vozks § Gzys -- it gizs ont 


6 days, av ey eutat 2 Lotwiea Che routes. My. Boga, tha 


- 
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— man, for excmpla, will work on all 3 TOULAS ¢ or mayba 
2 2f those 3 routes. 

MR. MATHIAS: This is way complaints counssl question 
6d tho total here of tha $95.70 par route “@ay in thet it 
is Complain: Counsei's contention that somo ot ion swing 
' Maa's wagas and comisatons, at least, should be down within 
the mixcd cantacn routes, vathor than up in the wholesale 
routzs -- onesies it will total 92 days on the routes 


rere than 81. . 


JUDGE HINSES: Pe that as it may, lots take the 


Supper’ porsoanel you szy worked $ dnys a waok. Their 
average for a 5 day week is approximately $30 cach? 

THS WITNESS: Yes. 

JUDGE HINKES: Then, shoulda't you mul¢iply that 
| EAiguica by 27, vethe: chan 23, or did yeu, in the next” 
céolunm? 

ER. MATHIAS: No, civ. I thénk you are mistaking 
his testimeny. Es said each of those individuals workad a 5 
Gay weck, but tho routos wera operated on a 6 day week basis, 
end tha 6th day was handled by tha swing man, or one of ths 
othar routes support personnel. fn other words, the zegulas 
routs men only hardiad the route 5 days « waak.: ELthar 


tha swing min or sexcoaa olsa had to drive tho reute that sth 


day ° : : “ai 


JUDGE UIUKNS: They all woxled no more than § 


noes 
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BR. MEVHIAS: They all worked cn a basis of a § 
day waok. 


JUDGE HINKES: I s33. 


— - 


a 


Tis WITMESS: Excuse ma. I would like to make a 


‘WR. FALLS: Off the record. .- 
GUDGE NINKES: O£€€ the racord. 
@ xacexzd discussion). 
On the rocord. 

By Mz. Mathias: 
Q How, you hava Gaken tho figuze you hava compuesd on 
pege L1i5 fcr thesa top 6 persennal, which you conslésred to 
bo the pacecnnsl dnavolved with tho xegulsec wholesale routes, 
‘aud you hava trensfavred thet figure to Line 10, page 163. 
is that carsect, sir? 
A Yoo. 
Q What is the naxt step ysu have takon on lias 11, of 


pase 163? , 


ia 
A You «sy rocull, from earlier calculations oa pasa 141, 


thee at tio batten of thet pega, opresite lina 49, waic 


whee So . 


Ste 


34.13 peesent. Acecrding to the dain da tha accounts, as 


i 
is Sho last linc, wa have reingo BaneZit Parcunts of applica tall! 
; 


displayed oa page Li, wa carnot ssscelats or soodzata the 


hee 


fudago benuetite of .purtienles geoups er a pirrticulas gxoup of 
bd 


Testimony of Robert G, Havemeyer 


“2887 745 


persons from another. In cther words, the fringe 


* 


benefit cests which ax2 shown in subaccounts 48 and 49, 


and similarly dow. bolew in cubaccounts 226, 227, 228 and 
229, cannot ba adentdised by particular porsons or groups of 


‘ A 
Persons, BO WA davaloped a ganoral avuraya fringe teneftit 


poxcent which applins te ovarybedy in this delivery account 


a@alivery milk wholesale acceunt. That conas ovt to 34.11 
poreante, a0 any parson who is reprosented or group of porsons 
répresentad by tha wegss chown cn page 41, will have following 
alerg with their WAGES, a fringe boneftit ccst which is 34.11 
Pi © ah of their wagas, so, sinco wo have Ldontificd $$5.70. 
as tho wages of the parsons cotietine tho wholesale routes 
aad tho support poxsens operating the wholesale routes, we 
have brought aleag then, as I just oxplalucd, en edditional 
frings benefit cost of 34.11 porcant of the wages, so 
$95.70, . mal¢iplied by 34.11. povemet, equals a fringo bsnot1t 
co2zt of $32.64. 

Q Now, you hava cpolied thkosa fringe heattits te comissi 
@9 wall as calaries. Is that cocract, six? 

A Mea. | 

Q So, 2G, you ave aiekines & the figure $32.64. I sea 
your nents sti in tha calculation of Cost rer Sorving Minuts, 


pags 163, is to tu the gum totnl of yovr calculation of 


the yohicie cost pox reubte day, the nen laber cos® pur vhelesal’y | 


Fouta day, tho lake: cost pow whoiscale ronto day ani the 
* - 


etna oes, 


een RE cena RS 
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payxold Evingo cost pace reuta day, as you hava calculated 2ach 


of Shause figures, and that fi .guxe totals, on Line 12, 


$285.33. Isa that carract? 


‘e 
e 


+ 2 


A: Yas. ce 


ff 


Q Now, siz, I Gain i¢ that you have exxived at your 
last. figu:c3, he cost por sorvirzg ninuta, stera routes, by 


divi 
Bf 
a Ww war? 


mq tha’ $165.00 figeurs, with Atem’ne. 1 chova, which 


23 your -camputed amcunte of mizutas por month spank serving 


theso 3 stsve vautes. Is that cs reek? 


A Not quite right. Divide sd by them 3, Minutes Per Rovte 


» 


Tten i. 
Your Numbor of Minutes Por Month. Is that correct, sir? 


Yes. 


QO P,P 0. 


An@ chese Minuéts Per Metezh ex Per Revte Day, Ware. 


Serdvsed by applying your time standords to a vaziors custo 


on thase 3 wholesale routes. Is chat cocrect, sir? 


| Q And that was derived, exiginally, frem your -- 


A Yas, iG is. : : J 


ap 


a wi A Yas. 4 
; i 
20 1 @ And veu Linzlivy sesolvad in a Cost Par Serving linwte ; 
21 Stexo Routes of $.45442. F 
t 
} : : a 
ae a3 |} @ tha next pagh, aie, ia tals cerics of comutations ie i 
*, 24 pegs 164, dls it act, six? ; 
X - | : : 


baa 


Cd 


bs 


> 


ao nw 


© 


“10 


Q Woxt, you Laat Gho wage» of tho feroman. I taks it, 
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Q And “harco you have calculated tha Cost Por Serving = 


~ geome 


Miautca for che mized store and vending reuts, routs no. 2? 


A Yes. 


- 


Q Now, sv you hava net taken inko account all of the 
ecamtcen ioucas, just that ens reute. Is chat correct, sir? 
Fant is right. 


Now, six, going to pag@ 164, what ava the figuras 


wpesaring to the right of Deiver,Route Ne. 2. What do thay 


A. vieasa surn 20 pase 145 and you will seo, fez Me. Beb 
Wezwick, wagas of 727.95, and commissions of 195.49 

end thoy mead $923.35 as ini both on paca 145 and 164. 
Q Se that is the tvutal ef tho wages and commissicns of 


Ghost dvivar. is thet correct, six? 


Q Now, maxt you list Cantctu Swing Men, and yeu list. 


sinklay wages and commissions fer that individual? 


A Yes, end thet is Me. Fomtrey whos vegas and ccamissioas 


azo displaysa4 aise cn vaca 145. 


Q That is xeally whs Assistens Foreman, is Ab not? 
A Yas, 


Q het should bo changed oa paga 164 as woll, skowlda't it, 


A YOS. 


SO ae Ser et ORE 8 1 SES Om BUS. Seem Oey far Hee Beem Ome ce emene <mee) -me-6:0-<'dhe) sen.6 oe ante -comemenenindek 
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fizst of all, the $739.6€ figure is the total of the wages 


8748 


ene commissions of tha Assistsat Fertman. Is that correc, 


E44? 


A Well, I sca itt is ovor, by a few cents. I don't know 
: sg ee 2 


why.) 


Q 734 rapresent, is it 


Q The noxt Figura appcaring right under thet, the 
$746.35 ia tho Poremen's salary for thea mixed routes. Is 
what corract, sir?. , | 

A sOY@s. : 

Q Sir, in this cezo you wero assicaing the entire salary 


Of ho Assistant Ferrman and tho Fowemen fo ong of thsss 3 


e 


canteen routes. Is that cermact, sir? 


Yes. : =e at aac: 


oe 


I misssoke. Yo then teok a third. 


A 
Q Ioseo. You havo taken a subtotal -- 
A 
Q 


The nest Line you then cake a subtecai of the Assistant. 
n°s wages and cemnissions of $1486.01, 


aad then you haves divided by that ens-thics, I take 4t, to 


rellac® tLe amount of thet sun that should ba appli¢cdi to 


FOUTS Ne. 2. %I8 Shek corvect, sir? 


A You. You hava to bs ex-oful on the word -- wd suleipiy 


by chtwthind, but hat &9 x4uivt, ong third of tha cout or 


= 
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tha Assisitent Foreman and tha Forcman kas bean assigned to 
this ‘nina 

~~ Q And addiay that ta ¢he driver's salary ard commissions, 
you havea axzivad at a , total for the 27 route ang" § cE 
$1,418.69. Is that correct? 

oe 

Q ££ the suing man also spant soma tina on serving this 
Fouta, sdiaa portion cf his salary would hava to be facludead 
fn hese. I3 that uz correct, sir? 

A Yas, 3¢ ho dogs that. 

Q His salary and commissiczs, that is. 

: Six, in calculating this tetal figura psr route 
Gey, Gid you make any dstorminaticn as to whother the drivor 
en this minsd reuta was paid cn a different basis for ay 
1 cr 2 storage that hs carved than ho vas paid in the cane cr 
€nzqG cantatas which hs served? 

A aS I leok e& pega 147, the socond lino, Mr. Waxwick, 
rotics in colurn 21 that he wes paid ecmnicsions of $195.40 

3 the figuee which I nave used on my pags 145, which is 

pexe of the duvelopizen & of this Route Day Cost fer tho 

Centecn Rovio. Tets scouts buck towards the lett from colerm 

21 ca hes 147. Thus Se “h3 roault o£ 2 figures, naxoly, 

the ELgurea in colum: 19 end tha figura in colmm 19 -- 

$209.35 Au column 13, minus Sho edjustasns c£ $13°95 in 


ealuen 19, oquain tho etal cazmmiss:cas pold, which is 
ae 


Renste | 


as Lee et tereeme. -« 


sd « 
® 
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column 21. Now, to work back towards tha left, further, 
colum 14, and I sa there that wa have ths $209.35. I: 
think the hoading thsxo says, coiniesien peinte on -- 


~ 


Q Whelasala Ronkas. 


A dW 
A The significents point hsre is that there is a figure in 


just tha one column eather then in the 2 columns. Now, lets 
g@Q -- well, i did not have that original aocumonat to work 
with or .ch2 ove that vou can reed there, ard I can't raad ths 
heading on thasa other columns, co I hed no way of determiniag 
iz thera was any aitfovance wr any eplit in tha commissions 
@arncd on aifferent kinds of busingss ga that route. 

Q All xight, sir. Your noxt seap then was to divide this 
total counsasation which y¢u hava computed, by tha number of 
voute days, 27? — | 

A Yes. 

Q fo arrive at a 

A Yos. 

Q Thon, I take it, you have applicd this sama Fring? 
bonsiit parcuntegs, 34.11 parcon’s to arriva at tho fringe 
bonsfit cost? 


A Yos. 


Q Tho next £tcm of exponea appuaring on 164 is Othor Non- 


Labor Costs Fer Route Day. Wow vas that figus3 azzivad at, 


» 


co 


sn CAractly fxom pace. .1é63, line 9. hese wan 
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no why o£ sQpareting the othoe so-called cthtr non-Labor 


betwcon tha cantean reutes and the store routes. I have used ¢ha 


sens cost por roues Day. 


Q The next thing is tho vehicle cost por reuts day, and 


oe i ae 
thot wes dono in the samo manner, by teking the $45 Zigure 
from line 6 on pug? 163. Is that corract, sir? 
A That is right. 


Q Thea, you havea totaled ¢hese vericus costs that you have 


computed tha payroll coat, Ezinga cost, non-labor cost and 


vehicle cost toa como. up with a Cost Par Nouta Day of $127.95. 
is that corract, gi? 

A Yes. 
Q Then, you havd® applied Serving Minutos Por Rovt> Day, 
which you state is feom the analysis of etere routes. Now, 
whoze was this obtaizs , siz? TT neto it 4s not the same 
figusa a8 aeppsaxys on pags 163, 2 isa off by a slight fraction. 
Is this just a typog:taphical exror en ono of thes 2 pout 
oz was there a caleulsted Gliferenca? , | 
A No, < think there was a calculated aifgeronce. 

Turn to pegts 19 and 20. I refar spackiicaully to 
puga 19, the lowes loft hand vorticn. 
Q Just a menon® oir walle I try to lecata 19. 

“ALL xight,. sir. 
A En those 2 figuens of $408.97 end $498.19, thoa aren't 


Aabslad, kus © think, LE wa tracs those buck, thas in the 


“ 
ene tee ete FL ENR LT A NE oe RENT em atenee Hine, 
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one case, the upper figure is the wholesale routes and the 
lower figura is the canteen xoutes. 
Q Thor2 figures would agree with these that. you have 


used on 163 and 164, 


@f 
Now, on page 164, you state that the nwaber of 


Pinned Pas Route Day for tha mixed store and canteen routes - 
obtained from snalysis of the store routes. Is that 

correct, six? 

A That is wnat I said, yes. 

How did you azrive at this aifzerent figure of 
33,657.713 ‘iainutes as compared to the 33,126.868 minutes 
between the mised routes and the store xsoutes? | 

Sir, T weuld like to call your attention to one 


thing. The edditional Tine Per Month, which you have listed 


over on the right side of page 19, under the A&P stores 


appears to be the exact difference batween the serving minutes 
for the stoxe routes as compared to the sexving minutes for 
the cantesn routes. Is that correct, sir? : 

Yes. 


And --— 


Thexa is a genexal question on that which I havs been 


enecking. 
Q You have not adeterained what the nature of that. 


additicnal time per wonth is on the right hand siée of -- 


A Not axagcly. 
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Q It does appear, however, that is the differences between 
the times you hava computed for these 2 different sets of 


routes. ‘Is that correct, six? 


A Yes, there seens to be a ih ieaiiiis of ahont $3 minutes 
in a month. 

Q Now, in connection with your calculation of the minutes, 
Serving minutes per renth for the cantetn routes, I believe 
you stated that thess 3 routas. wére all canteen type of cus- 
tomers, with the cusageton of 2 stores, one A&P Store and 
one other, Is that correct? 

A _ Yes. 

Q  Eow were you able to assign time to the Canteon, serv i ce 
since that would be the bulk of the time involved on these 


. 3 routes? 


BR. FALLS: ould this be a gocd time fox our 
mid-morning recess? 
: MR. MATHIAS: All vight. Maybe he could chink of. 
that while We are taxing our recess. : 


SURGE HINESS: Very well. We will take a short 


(whezeupen, at 11:00 a.m., a recsss was taken until 


11:10 a.m.) 
SUDGE HIUKES: On ths eocord. — 


< have been given a copy ef a raouest by” the 


Rospeadent, A&P, foi: comission to file a reply to complain: 
a 
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counsel's respont%a in opposition to the A&P memorandum concern 
ing time standards. I am inclined to allow this simply because 
it will not interfere with the progress of this case, 


provided, of course, that the Yesponse will he handled 
me 


expeditiously. that time allowance aid you have in mind, Mr. 


Fails? 
MR. FALLS: I anticipate we can have our . 
memorandwa to you by Friday. 
3 JUDSE HINKES: There should be no problem in that 
-respect then and péymission is therefore granted. 
MR. MATHIAS: Is that Friday of this week?: : 
MR. FALLS: Yes. aes 
By Mr. Mathias: : 
Q Six, right before the break, there was a questica-” 
pending. I think the best way to proceed would be to on 
back and have the Court Steno read the question. 
JUDGS HXNKES: If you will, please. | 
(The pending question vas read by the xeporter as 
folloxs: “How were you able to assign time to the 
canteen sorvice sinca that would be the bulk of the | 


tine involved on these 3 soutes?*) 


wi WITNESS: We were not able to apply the standards 


to the spscific canteen routes in as much as they are quite 
wniquea stops and, in fact, only one route had 2 store stops, 


one AGP and one Delocks stores and on: stendaxds would rot 


. 
TAOS TARE PRT Cen on rere REE TNR oe ere Ae ee eS ER ne > 
ri * 


FO IEEE EOE EC IREL REE IS IRE TH 
; LINES We Rie este. 8 


mee nee 
ben Sed 


« 
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apply accurately, euéficiently accuxvately, On a route which is 
so completely of a canteen type. 
By Mr. Mathias: i 
Q What is a canteen, first of all, before we go any 
further? : 

A Well, typically, it ig a vendiig machine location. ff 
you look to the xoute books, you will ndtice that is in -- 

z forgot she name of the company -~ a steel mill and spotted 
axound tha steel mill they have got eandwich milk and ice 
cream Shevenaase and things such as this. They will also 
oe perhaps, a small, quick lunch type of xestaurant, 
cafeteria type, and these ars typically called canteens. 

Q. Would these also include milk vending machines in gas 


stations and locaticns such as that? 


” ° 


A Mormally it vouid but. you will find that as you go 
through these pooks chat they are,aimoste all stops ere in 

a couple of steel mills. 

-Q So that you have just exbitrarily asbsupnd then the 

save numkar of route minutos per menth to these canteen routes 
as you computed for tne regviar wholesala routes. Is that 
correct, Siz? 

A Yes, end there was no reason for the difference in 493.29 
in one czese and 405.16 in the other. . As you see, there is a 
@izfcrencs of about: thice quaxtoxs of a minute in’ a day. 


ta should have used the same figure. 


: 
2 
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Q ata you hava divided what you have computed to be your 
total cost per route day by the serving minutes per sone Gay 
which. you have datdatanee or assigned as you have stated from 
the ‘store route calculation? — 


A Yes, sir. 


Q To arrive at a cost per serving minute for route 2: 0£.: 


-$.3135. Is that correct?: . - eros ae 
A | That is right. 5 aed =f Lae : i _ 
Q That Cost Per Serving Minute wag applied to cna ene 
store in all of your calculations. Is that not correct? - 
A Yes. There was one ASP store on that route and one | 
non-complaint customer.” = 
Q And that was A&P ue nO. 358. The calculations Lo 
that store appear ca page 20 of Exhibit. 185? 
That sounds about right. 
The main @ifference in your calculation of delivery 
for that A&P store, AcP No. 358, was the amount of | 
experditares you hed calculated Par Route Minute as compared 
¢o that which you had calculated for the reguiar vholerale 
routes. Is that correct, sir? 
A. The way you have asked the question I may not ke able 
to inane that yos or no. 
Q net me strike tae gestion and start out with a now 
question. Tho prinstpal aifSeronca in the manner “in which you 


have calculated the Jolivazy cost for As? store no. 350, as 
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compared io the other stores for which von have’ calculated 
a delivery cost in Exhibit 135, is that you have taken the 
Serving minutes that you have calculated for this stoxe and 
applied them to this different cost per route minute. is 
that not true, sir? ) 

A That is right. 


Q So that the cizfexrence here is primarily the fect that 


this store is located on a Gifferent type of route than the 


ether stores? 

A That is wight end the reason I was having difficuity 
answoxing your first questioa was keceuge in your rechrasing, 
you said the procedure wag essentially the same, it was Just 
the difference. in cost per route minute. What I was thinking 
of when you asked the original guastion was tha particular 
veolums of this particular store would also influence what 


is costing us. 


Q You stated, when we started this analysis of dalivery 


« 


costs, there were 2 principal olements involved, one was the 
Tins Per Stop, and the other was the Cost Per Serving Minute. 
Ts that not correct? 

A Yes. : 

Q Row, in coanecetion with the Tires Per Scop calculation you 
have made that: on thea sama hasis for all of “ae stores you have 
ealt with. Is that not correct, Aix? ey 


Yoo. 


Testimony of Robert G. Havemeyer 
2900 3 0758 
Q Sui: in the casa of this one store, A&P stexe no. 358, 
you have applied that time per stop to a different cost per 
xrouce minute? 


A Thet is right. 


<< 


a 
Q and that dizference is based solely on the fact trat that 


Store was located on a different typa of route? 
A That is right. ; . 
Q Now, six, ve hays —_ over your caiculation of delivery 
cost, awd the livery cost element, as shown on pages 3 throven 
$$ : believe, of Exhibit 135. Now, it would appear, however, 
thet tho physical delivery cost elenent was computed in a 
iefexrent mamer in the case of the AsP store and the 
@ stores in VYalpszaiso. is that corcact, sir? 


Yes. 


A 
Q How, where would wo go in Bahibit 185 to find your 


- eaiculation of puysical delivery cost for each of these 2 
etores? 

A I will rofer vou to another A&? Exhibit ~- AGP Exhibit 
187, thich is the one entitled, A&P Valparei.soe 

Q ALL wight, sir. I em at Exhibit 187. 

aA And chase pages axe gumbesed, ZF heps. Tura in oous 5, 
picaze. 

Q Yos, six. 

A All right. 23 5 reads. <wanalyode o£ Ltem 2€, foz- 


Ldaatiftication is AzO Exrhibiz +27. 


Bail 
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"Delivery Dairy Broker - Hanmnonad", and ta have Listed on 


- that page the expenditures which appear an A&P Exhibit 87, 
for the nionth of Ocreber 1969. . That is what you will find 
in the firot column of Gata. 


Q Yes. 


A Now, I point out to you what wa are working our way 
towards ca this page, and that is the figure on the extronea 
right hana side, the second figura down, $.0268, bocause that 
is the-figure which éopsars on the coaparizon of a3alivery cos 
for A&P Store No. 341, in Valpaiaiso and for Joseph Tittle 
& Son store in Valparaiso, and lot me point out to you that 
there is not one miil difference in cost in this calcalation 
between ASP and Tittle. ‘They are both -- the cost to each of 
them is the sama, but the mo 10d of arriving at that cost 
is shown oa page 5 of A&P Exhibit 197. 

Row, refercing to that page, line 25 shovs the 
total physieal Colivery cost of $8,547, end that.skeozld be 
the sua of 3 figures above that. Yes. The sum of $280, 
$452 and $7,015. 
Q What ave those 3 itens? that is the $260? Waat 
decs the $260 xapresent, sir? 
A Ghat is the uot cost on xents, idand and building. It 
is the sudtuzat of the 2 figuras on ines 10 and li, Rents, 
Lena and sudlaings, aad a Rent Cxedit, a 


Q All wight, gies. Wow << 
ae 
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A The next suptotal, >: 


8760 


552 is the sum of items chown on 


lines'.13 thzough 18, Taxes, Real and Perscnal, Depreciation 


on Buildings, Tepreciatica on Machin 


ery end Equipment, Power 


hecount Iasuvance on Pire end Boilex and Reprixs to Equipment. 
OT a 

Q Ali xvight, six. 

A The aext subtotal of -- I think it is pxinted owt as 


tad 


$7,815 is a subtotal of 4 €iguxres on lines 20 ee 23 -- 


Delivery senvice charge outside haul scensfe 


: fon he avl, 


and tronsfex from other points. OF course, this is the 


largest fFiceurs in the total of $3,547, and this is money 
spent on having the merchandis avied ite this dairy broker 


or brokers. 


Q Now, six, you have divided that by the nuuber ef points, 
520,211? 

a ° 
A Yes. 
Q KG arvive at a Gelivaxsy cost pas point. Where did you 
cbhtain that number of points, six? 
aA Phat is the figure wa kave betes: sed to before ang it is 
one of ths AcP fo-extled items which is -- wall, I will fiad 
tt -- 
Q Sir, teat is tha same figure shat appears on page 126 


of Exhibit 195, is Lc not, six? 


A Yos, Shae is the paga I wae leoking for, yes. 


az enulyois of (a. 


* 


Q Rid that was nuroer of a€itfaurerne 


Pozdin Boomints? 
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A That 23 right. 


Q To which we reforred “~~ Wa xeferrad to this analysis yes~ 


terday 


end had soma discussion concarning the darivetion of 


these numbers, didn't wa? 


om 


a 


A That is right, 


Q You have used this sang 510,211 points which appears in 


column 10 of line 26, under the 


Sitle, Ramaond Distributors, 


and applied that, what you have calculated out to be the 


physical delivery expense? 


A Yes. 


Q Cn page 5 of Bzuhibit 187. is that coxrect, sir? . 


A That is right. 


Q I believe you seid all of thode oxpongsea itens vere 


tuken,as they appear on page 5 of Exhibit 187, were taken 


fzcom AEP Exhibit, which is nunsered 87? 


a Yos. 
Eatiszled, Locatien-Ramaond-Noath Ceecher LOGS <Accoune 
cd s ry 


Delivary Daizy Broter. Is that correct, sir? 


A Yes. 
Q Six, now, in this case, you haye jest apvlied the Gslivory 
pease equally to cvexy single point e2livered by that 


@aisy broker. Is that correct, alc? 


A Yes. 


2 e ; ee 
Q If eis 4s enc daizy oecker, of just whoaver thig 


paxticulay figuza conlies to, you have applied it oguaily to 
- 


° 


. : . . 
. ‘ 


Mpg tt stew wee were re ee te heme 


_ ee Tie pa i 
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all of the points that you have used? 


A That is right Secause the broker or brokers were paid 
so much a point co wake thesa deliveries and there was no 
distinction whether it was a delivery to an inéepencent 
stor2, 2.62 stove, or -- thexe was no distinction. 

Q Well, sir, thac is trus cf comnissicns es well, is it 
not; six. Comaissions were paid on the-same basis, no 


matter what store delivery vas made to, vere they not, sir?” — 


A You wean, in tha case cf Sexden employees? 

Q Boxrdsn route mon, yes? 

A 2S 

Q And vet you allocated those commissions on Eoxden’ voutes | 


in accordance with thea time which you caloulated it teok to 


serve thowa varicus stores. Is that not correct? 


A Yes, but this ic an entirely different situation. Ina 
One case ve are tailing aboue Bercen onployees with Borden 
trucks and go forth, where tha cost of making specific 
Roliver ies can bo measured in tems of tine as defined by 
contrac:, measuvad bv time stendards. In the other casa Wa 
have purely an outside -- I font: know what the corxect Legal 
tern would be -~. but a non~eimleyee anyway, opereting his 
own uate, 

SUDGE HINES: Tho non-empicyee is gatting paid 

en tha basia of voli::s delivered. ‘ts that right? * 


WTR WETS: Yue. 


Ge ee ne eS ne Ot eee ne ee 
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SUDCE AXSRES: The exployee is getting paid on the 


om 


@ 


Havenayer just stated commissions were paid on the 


basis of points delivered?. 
| A All xight. You zaised the point. fhe commission terns 
are phrasad that way. It has been my experience in the 
industry, and specifi. vally in Caicago, ard X think there was 
Something to this effect in the Bowman Dairy Case, as expresse 
by a wnion agent -- 
Q Your Honur, testimony in acother case, or something state 
by scmenno elsa under other circumstances, would be hearsay 
in this natter. 

JULES HINES: . It may be hearsay but if that 


is the basis fox this export's opinion, I want to hoar it. 
3 4 bo 


THE WiT%es: This is a vary important pointy chat 


pecially in Chicago, have, over =: pariod 
of years, expressed ¢ cha compensation package in 2 forms -- a 
“wage and a commission. The unola intent of this conpansation 
package is to dovelop eee amornt Of take hena pay Eor 
thous dtivecs whe work, gay, coughly 40 hovers a vosk to keep 
: they will not go elsowhe OL2- 


dalxy ax rive to vork well, 


nt Gf giving that man a 
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conpotitive wage to keep him in the company and in the 
ineustxy for roughly 30 hours a work a week as against 
coxnpeasation elsewhere. | 


By Mr. Mathias: pie 


fd 


Q Now, sir, in tie case o¥ tha dclivary by the dairy, 
what you texa, the dairy broker, first of all, you Go not 
know, fxo.r your cwn knowlecge, that Mr. Marquardt is included 
in the G@airy broker category as appears on Exhibit 87. Is 
that not corczsct, sir? 
A Thera is testinony that would indicate’ that. 
thee testimony of Mr. Marquardt would indicate that? 
page reference. 
So you canz: Oz any specific testixony of his at 
Moment * wou! ndicate that? 


Z vould have to reread that tastimcny and poiat se 


n@ was paid on a commission basis to pices 


he sexved Sor Boréen rather Sin on his. Ca, was 
he not, six? 
A Yes. 


Q And in the instance of the AEP stoza in Valparaiso 


conmpared to the Tittle store in Valparaiso, the Tittie 


Store teck a substantially greater volume than the ASP - 


store in Valosxaiso, di@ it not, sir? : 


fo hightic ht the goint woe were talking a! out 


= 
E 
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quastiocn before last, Borden didn't cave 1f Mx. Marquardt 


or any other daixcy broker took a lot of time to serve A&P — 
oz a little time or Tittle. There is no relationship cn > 


the paymant to the amount of tine required, but they certainly 
Co dl 


% 


carved about how their cvwn employees spent their - 


ime in sarving Borden customexs. i 
Q The next point in your calculation: of the vaxicus cost 
Llamants, six, is the branch clerical cost. How have’ you 
caloslated that pavticular cost element? 
a Please turn to page 125, and keep your ~-- well, we | 
will ‘start there and than preezed from theze to othes 
The Branch Clerical Cost on page 125 is called © 
mse, is determined by talking the cost of proressinc 
7y ticket, which is shown on the right hand side as 
163738 and then dividing that by the nuzber of roints in 
a delivery, so thes2 are really 2 inputs to chat or 3 2 
inputs ~~ the office expenditures, the nonsy itself, tha nuemk< 


2 


o£ éelivaxzy tickets, in order to gat the $3.3738 ead then 


s. 


finally fox a paxticuler evustomer, the nuxber of points he 
took for delivery so ¥ 3% addxoss ourselves to those 3 


separate points. 


The office expense will ba found on page 142 and 14 


And that is entitled, Analysis of Item 252 


Yas. 


And << | 


Testimony of Robert G. Havemeyer 


{ 2908 


A Delivery Milk Wholesale, 


Q And Item 25 has been identified in this exhibit as - 


A&P? Dxhibit -- 


A’ 96. ¥zson now on I will xefer to bt by page aAuRDSE. So 
the analysis of this exhibit Item 25 is found on page 14] end 
142, and on page 142, you will Eind a colwnn entitled, Office 
Expense Total, $3,221.43 and that is the result of just ons 

n that column, $3,181.49, waich comes across on 
dine 37, ontitied, from office expense, and that arount of - 
money will be found on Item 25, which is AePX 66. It is 


subaccommt 299, 


Q What is the page number of Item No. 25, ag it appears 


in your Esthibit 1857 + owes 


AR The season IT hes it rate all of these times is -- 


my original page no.maszkings end ceferencas in my ovn set 
is the page markings we went through the other Gay. 


£ always have to matte a convexrsica from one to the ocher. 


It is pag? 136, and in the cuxrvent month colim, the last 
account before the words, total exzponse, is subaccount 299, 
ang there is a figure of $3,181.48. 


Q In thie inster:ca, you hava chosen to usa the current 


nmarber Ligure as esmoared to an avexaca to the yoer to date 


which would have beca $2,792, vould it not, sir? ws 


A Gnas in xight. 


Q ALL sight, sic. thet have you Gona with this figure 
@ 


A I om now going to determine the number of delivery ticket 


ond please refer to page 125 whera you will find the 


Gerivation for that. I hove you cen read it, where it says,’ 


Delivery Tickets. I will read it for you. One belivory 


Ticket/Per Customer Dalivery On Store Routes. The figuze is 


754, and that figure will be found on pegs 24 where ve 


have a nenber yer month anong other information. 


Second colwaa GE cata on pags 24 is headed, 


Honth, and at the bottom of that colunn there 


a Eigure of 753, and I seanot account for the reeson of the 


esting of 754. It shenld be 753. The only thing I can 
perhaps a s ation pointed out a different 


Ay a month, and we 


sx ii up in a xevision, but in eny case, the figure 


tha number of deliveries to these store 


atorea rovtes, xesulting in 753 delivery 


tickets, and as ia tha casa of the O'Hare analysis, waich 


od) 


wes AGP Exhibit 140, and che : 2S that, I believe -- 


that -—~ we have 


ctivity, which is to pzosess delivery tic 


WP Bowe 


Tre noxt ime on page 225 veacs, One Delivery 
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catzegory of business. I now xefer you to page 162. All 


wight. Cn nage 162, we have a vecapitulation -- Recapitulatio 
of Customers and Stsrs frou Sorden Companies Wholesale 


- 


Route Books, Hammeni Branch. Using the route books vhich appe 


oo 


: i af 
in front of m2, wrich are A&gP Exhibit 94, which is & 2 month 


xoute boc's, Leolisd at the first 2 waeks in that period 


« 


vefer specifically to the 3 routes on the right, route no. 
2 being the mixed route, route no.l and route no. 9 being 
canteen xoutes, and we have listed there, for each of the 
routes, 2nd wander each of the reute headings, the eeatiane 
oz the iccation and the nunbor of stops made in that 2 week 
period. Yor oxampic, & 
aiunot. Then, 
at 1443 Indianapolis — 21, end 

Then, thera is an AGP store, avd then there ara a 
whole lot of centeen stops in the Youngste.wa Steel Mill 
which is served by ARA, ANA being a vor.ding or catering 
sexvice. <I have forgotten the name of the compeny, but 
ARA As a well knoxn compeny in the catering acd vending 
service. £ think ix neans Eve matic Retailers of America, 
sonathing like that. They axe larga in that frencticna. Ob- 
viously, then, they vere teking cara of the feeding at this 


miil, acc co there vsre dvop-efis so to speak, mage at 13 


a 


Pliess, bat whata yoa look in the route book, you feo no 
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extensicn of dollax volume for each of these dropoffs. de 
cots post his quentity at each dzop off point but there is no 
extengicn of dollars. £ point that out because, on the basis 
of that, we believe that there is only one Gelivery ticket 
mace cut for that, whatever it was, 12 or 13 adxop points. 

So, for that route, the number of e32livery tickets would be 
10, £xom Lever Bros., 11 frem Dalocks, 12 fron A&P, and 

12, being 2 week poricd for the various dropoff points, 
canteen Stop points at that mill, co for that rovte, there 
would be; in the case of the 2 week psricd, 45 Gelivery 

. tickets. 

Now, I will proceed to che noxt route end =e you go 
wmroughn the route book for that route, you will fing aemathing | 
similar to this ~~ notices thet the last stop is St. Margaret's 
Eospital. Tha last cns listed heve, at least. hat is not 
part of the Inland Steel Mill, so we have 12 Gelivary tickets 
for St. Mazygaret's Hospital, wa have 12 eacumiaued: tickets for 
the various centeon steps, and the: ane is one ant, 
ancut the 4th one dow, says, Hospital -- I con't make out the 
steals Meat “hen you look in the route book you find, I 
think -- it is either the hospital cr the hospitality house at 
the steel mill, bvte you will find that che itens taken there 
aze quite different shen the itons éalivered to the other . 


‘ fe : x: 
stops ad wa searneid chat thore would be a soparate delivery 


“ELE VELY 


‘ 


| 
ticke: macia out for chat. In my cage, in route no. I, wo Lanes 
oe 


| 


. ete eid Oo gg emene 
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12 azlivery tickets bccaure there wore 12 deliveries in tha 2 
week period for all af the canteen stops. We have 3 delivery 
tickets for that one indicated as hospital, end ve have 12 for 
St. Margase:3 Fospital, so adding those up, yau_get 27. 
Now, on the last route, and again it is 213 a series of 
canteen stops, one locaticn, so in a 2 week pericd, 12 
delivery aays, we assened 12 delivery tickets. Now, add 
up the 45 froi the first route, 27 frem the second route, 12 
from the thicd route, wa have 34, and that is in a 2 week 
pexiod -- multiply that by 2.25 to xepresent 27 delivery days, 
and you hava 189 Gelivery tickets. 
Q So you have arrived at a total nember of tickets for the 
cantesn and store sontes of 943. Is that correct? 
of UES 22 ° soe mas 2 

A Us. tthen the $3 snendituce is divided by $43, you have 

3.3738. Tet is the figure which eppears over in the 

right hand coluwm ovgosite the words "Cost Per Total 

Dolivery Picket. 

Q Now, I see you have a difforent compacatica for A&P. 

Xa that correct, six? 


& Yes. in the cise of A&P -~ do you have any questions on 


pag2 162, ac the moment before I refile Lt? 


es ‘ 


°Q “Not at the moncat. 
A 


I shali hava to make a viight chango in the Branch 
fe fe 


* 
Clevisal Cort for av?. Wow, the mathed of azriving7ad thet 


is chow on page 12h whore wo have been esvelopiny tho cert 


. 
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per ticket. A&P has 27 invoice lines, end the private 
label items axes 13. 13 divided by 27 is 48.1 pexcant. 
Now, following the cama principal that wo.observed in the 
O'Hare study, wa allocated the cost of processing a ticket 
to two sth¢roupvs or iio groups of products on the basis of the 
nuzber of line items because we <-- wellj I exalained in a 
discussioa, then, the principal fox that, so the $3.3738 
multiplied by 48.1 peveent is not $.7454 which is shown there, 
it is $6228. 
Q Would thexe have been any chenge in the number up above 
that as 8 resuit of your changing che nueber of delivexy 
tickets ver month fzom 943 to 9427 7 
A there would ba seus minor change end I dién't © 
Reough, Hr. Mathias. ' 
Givided by 942. ‘hat would be 
$3.3774 instead o 3738. 
Q All xigat, siz, acu, this Jattex east that you hava 


gust given to us, this cost por delivary AEP private Lebel, 


B® Dok ettide ceae'n 4. 


~ 


how have vou used that figure, sir? 


<<a oe 
ce 


oe ie tedglely 


A Ali sight. Ws now hava arrived at 2 figures, ca3' being 


e, 


the cost of processing a Golivery ticket for non-BsP stores 


end the other for ths private label portion of tha AsP 


oe RE, EE 
pent 


store business. Yor realicc at the cost por t:ickot was “ho 


& 
Sexe fox loth but is: BEP, Wa nave allocated it to the 


<n 


private i:bal GXQSIN AG, and tow we are going to divica. chow, 


* 
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e3sts by ihe nutber of points that a particular customar 
tock. Fox example, in tha case of My. Buxrgex, Burger's 


Feed Market, whose zesults are shcwa cn page 3, we would 


| 
| 


Givide this cost pes ticket of $3.3733 and ia my Giscussion, 
ee 

X an goiny to stay with that cost per ticket because I did NSE f 

vevise it for ene de ivery ticket. $.3738 is divided by the 

miunber Of points Mr. Burger took, and on page 24 we gat that 

information. 

9 that is the 53,507.25? 

A Yes, that is what he tock in a menth. That is over 27 

Gelivery cays, so you divide the 53,507.25 by 27, and 

divide that result into the cost per tickat, and you would 

get, for tix. Burger, $.6017. 

9 So it calculating this cost as far as Burger is concsmned, 


you have computed it on the basis of his ontira line of 


the private lehel iteast Not just the 


A That is richt, br ng by the cotal aunuer of points 
we have get the cost per point, wadther it be private Lebel 
Gr othorwise, Ee Alene eactenily take privata label. 
a Eutk “uaat Iam yeforring to is ca pega 3 above the 2aé 

Of Sehibit 105, you entitle the various 
marketing cest eleussts fox Ys as Du gexr’s Yood Market 
Equivalent Private ivbal., In the truck loading exyonse you 


_*s 


AsuMertad that thors your comsutatzion was based solely ch thea 


Cd 
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equivaiens items, jrst the same: nurber of items covered by 
the piivate label atrangement between A&? and Borden, 

When you got to the physical éclivery cost, you indicated 
there that you had used the entire line of products for 
Burger's puxchases to éstermine the physical delivery 

cost and in the case of ASP, you would only use the private 
label itens. Apparently, in the case of the Branch 

Clerical cost you have Gone the sene thing. You have used the 
entire line of purcheses for Burgers. You have enly used the 
private label puxe ases for A&P. Is that correct? 

A fo answer your yuestion, yes, but IX must comment on it. 
We had a Rengthy discussion xegarding physical delivery on 
thet point. Zt au not going to go back over it except to 

say I con*t agnuee with the way you now have characterized it 
because of tho fact of the method ft used. IF you will pat 
that qualification in there, IX will answer, yos, co that 


pazt o£ the quvestien. 


The second part of the question, EI am saying, for 


Buergar, tia Boanch Clerical cost for equivalent privat 
iten would be the same ox within those 4 Gecinal placas 


ost indicated there which was detorminsa on the 


basis o£ ill of the products. 


Q Hava you inde a aalevlation based upon the number of 


equivalent pxrivata label yoints purchased by Busgekr daring 


ths wont! of Catena, 1959 ond divigoa it ints this 


ene ee a a 


BPeAO Ss OS. eAR TN ss Webbe Add Bt. he Gh welder [Gere ORONO we NOT g 


om wiste ere ee OO Nee Nee ce ee eet ee A aN et ee Ae nee SE SO ON AON PO Oe Ce HS eaten TE Se mee we 6 TNR OMe wre eee 
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$1.62.28 cent Figure that you have usad for the private 


label portion of a Eoxrden invoice? 


a 


A No. 


Q You have mada ao such calculation? os 
af 
A Wot for Burger. 
Q Now, in the case of the various other custemers other 


than the Tittle Store in Valparaiso, have you computed the 
clerical cost fox the customers other than AsP on this 
seme basis by dividing this $3.33 figure by the total nuwer 


of points per month factor down to -- actually by the average 


nuwber of points pex day during chat month -- is that 


A Yes. 
Q And in the case of AsP, I assune that you have ~— 
A Well, shai f= explaia that? i 
‘ ae 
16 i A We have a $1.6228, Kow, dn a 2 woek period, which vas : 
M7 besed uso, wa have Ceveloped fran, wa have 12 stores on 
13 3 routes, 12 deliveries in the 2 week pectutt That is 186 
19 tickets -- £ am sorvv -- 22 pius 1. 12 on tha 3 store voutes 
20 and 1 on the mixed zoute -- 13 steres, 12 deliveries, 156 
21 tickets. 156 tickets timee 32.6228 gives me 253.156 for 
22 2 weeks. Tig privata izbel sedvee Gelivexed in the 2 weak 


23 povicd was :108,GE8, and that infowaation can ba secured - 


& 
24 from page3; 19 aud 20. 


a na ee ogni garantie, OTN SD 


Q So tiat was the total metber of voints deliyerad to ati 


a i ‘ 


ee 
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13 AGP stoxes during that 2 week pericd? 


A Phat is right and then the $253.156 ‘divided by 108 -~ I/ 


a sorry ~- you Said all points. I should have said private 


~ 


Label points. 3 


Q Phis was the total nutber of private label soi ox 


Gelivered to the total stores? 
A That ig right, and that nutber of points delivere:, 


into thea. $253 is $.6623, so { muse change the Branch 


Cierical Cost for AcP on page 3 end subsequent pages from 


$.0026 to $.6023, so it is a change of 3 tenths of a mili. 


Q Six, this would seem to ba a convenient tine to 
stop for lunch, since it is now 5 after 12. 

JUDGES HIMES: Very well. “Lets resima in this 
room at 2:06. 


(ihereupen, at 12:05 p.m., the hearing was 


recessad mntil 2:00 »p.m., on the sama Guy). 


2917 8775 , 


eome ore 


ha 
y 
3 
, 
7 
; 
j 
i 
‘ 
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Borden would have product waste. 


Now, IT will xcaad the words to tha sight of that 
Shey ace not clear. The caption is "Puli Sezvice Foints: Total |: 


thoLerale Points.” and the figure to the right of that is 


2 


. ees sila pire coy Mi 4 
637,831, waich you will fing ex page 126. 


Q ghis is the figure: ave Geveleped for total Hammond 


wholessie routes in Column 13 0 


- Less | 
e Canteen and Hixed Route 
ot a number that is easily picked off and I 


“will tel2 you how ft gct it, because, uizoctunately, the 


wysiness as pat tegether by Borden did not 
‘cozvesroad to what 2 am lecking Zor here. 
largesnd wnolesale points, Se aay. 
“more score vouce points, 
487,683, hich we wilt find ha kettom of page 24 in the 
right-hand colusn 
those three stoze reutese 


Q aAné hew wes this Getarninca, sir? / 


a Wall, poimts per wonvis were dutexmined: fox each of the 


cuszonars, ASP Guotemctns, comalnk qusterners 2a mon-compleine 


CUSTOLTE 


a = ete sie se r GO eS a“ — oywytets, 
the mashosoxrs Lal 2 emeixa month? . ' 


q ( 
Q pid you count wp. each of the points delivered to each of | ae 
' 
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: Yes ® 


Now, dldn'te you taka a twomiesk sample in order to ---, 


On, yes, the two-waek sample which gave us dollars per 


int vhen divided into total collars gave us polats por month. 


Sf 
Q So, you-.gos the dollars per point first. You counted 


the total dallass fox « two-wask period for each of these 
CUBECNSES; is that is, sir? 
- YeSe. : 
Now, how was it that you cbtained the number of points 
that? fas there a facter you added to it? 
vou, tho nusber of points for a particular costumer 
avzing a tyo-wealk period was detemined -- and I don't remaibex 
jist what page this. is on but they ara recepitulations of 


a oh 


; invoicas aad thosa fer a 20% per: istermined o: the 


{ 


i 


points on thet were dotermincd by knowing the total quantities’ 


ef avexy item takea, having a neins value fer imese iteme 


Sing up tate points and total dollars. : 


- . 
e 


Q . Se, .you made a xe A -LC: LO points for each of 


. 


those customers for a uvo-wask period and then extended 3% by 


2.25 to “each a eter ae 


Yes. 


A 
Q And yeu areaived at a tobal umber of stoxe polsts on 


these seutes of 487,632.64; is that it? 

a New, wher i subtracts thex feom 637,331 fthava the 

posucs on caateun soutien. Panauthes, my Hewrend wielescle rewse3 
ae 


duuhuda sin newses, Tune: Of whisk exa stexe roxtes eid theres 


| 


which axe cantesn couies, 20 by subtracting these stoxa route 


points fzem- the tote wholes:zla routes I new have Left the 


Cauzeen TOUS. 


So, nos, on page 125 -<-- 
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332 pneteueie routes 


rama ous tc 637,831; is that correct? 


= 
In other words, that fieguse was based upon yout analysis 


have subtracted the canteen --- 


ale xoutes if Hawmond? 
Now, you have mace no st arate check to determine L£€ the 


ROULE, 456,248. a, ts cbrract Limited 
gaxviee points -~ excuse me. Let ma oo beck to this and 
you the iegia fer it. 
these santaon ELOnNS yoti wilh ¢ind yory little returns, 
a cook rsoute-man, ¢ssecialiy when he is 
in a plant cach as-we deaserinsd before, the stcel mill, 


no nees a preduce heat’ selling in " paxticuler machina, 


al 


om take 2¢ over to another machina so you have vary Little 


ee cehememngaeryneand 
ATS DSS em 


S reese ee He PETERT 86: 


O23 Gar‘iven Soutes. 


ave nated = 2 
rob poscenak ckeecvation of the Borden centcen 


ee a ath-sed 


Seen 


Vewsrond? 


ad 


cael 
Pewee ae we Er 


wot ‘kes s a, beh 2 poweesnl chbrerveticn. of canteen routes. 


rd 
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So, new Limited service points, I au going to subtract 
limited service points of the store revres. That includes 
the volume of A&P, of Wilco and K-Maxt, inasmuch as thoy 


Gagigqnated as gotting limited service. 
So, i go back to pege 24 again and £ now oidk ote on 
tha gubtotal for As? stores 239,892. I 
the K-Mart volute which is about the middie of the 
ZL pick off tha Wileo points, the last one 
subtozal, 45,862. 
up and they axe 253,321. And that Xigure 
be posted in place of the figure uhich appears cn, rage 
125. A slight chenge here. : 
Cyopesite the parenthetical note,"A&GP, Wilco, end X-Mart,° 
‘you should have 293,822. 
Ele, when you. subtracted the cxntcen ROULAT ua you | 
at was served on chat 
anteen zoute? : 
A Yes, but you will cosa on the next line £ pst chat back 


in. fa other words, = made ths adjustment but ve heave not 
. ow > » . 


‘e2d the sum of the tus 


*. Now 8 


Hi 

il? : 

sec 4t yet,. bue thon I deducted the cantesn routes, YX 3 
| 

| 


. “ 
| * 
i 
4 


sy Mx. Mathias: 
Q And yeu had 


@F VONZOUS « 


5 gf 
A, Now, Z will edd Le 1 Delox fee route number 2, vhich i 


li-a canteen xoute or mincad route. We did act know the svecific 


7” 


amewunt tatea for that Polox store... I mean for tha Belox store 


op xouke number 2, the mined rewte, va aid 
as to Les ececific volvma. 


used the average of the three veLox appear on > 


yEKAgNS 7,952. 

ig*the corrected number thea that should appear? 
aE anes h2d bean 335,985 is aow 436,017. 
-Q I take it you subteact thet rom the 637,532. What would 
“bs your sazuit now? 
A 201,814. And so the dollar expenditure, $591.67 whoa 
‘ Givided by this nuexber of folk services points givas us a cost 


Y-o€ .0026. uy _ 


-. 
oe 


CULCE IZNRRS: You maah instead of .63177 


TUE WEENESS: Yes, Sir. 


page 3 should 
Yas, “ir. 


%. is 


ticchboctca 9519.67 dn wants pxetucs to 


yew! 


f 


| 
| 
| 
| 
| 


| 
| 
| 
| 
| 


| 
| 
i 
| 


| 
| 


1 
‘A Yeu wall sea on thet pago in tho lower-xiyhichand corensr: 


| 
: 
| 
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elenant thai you have con tiisa in Exhibit 185 an& specifically 
on senedi 3 through 9, the next iten is branch sclling oxpnaase. 
: Strike that for a momant. 

I woul} iike to note that in the instance of both Wilco, 
watch is vedeesacted by paga 3, I believe, of Cxhibit 265, 


ana "Little Valparaiso,“ waich is represented by page 16 of 


S 


Behiiie 165, there vas no preduct waste allecated to eitker 


oz thesa castouers; Ls that co:xect? 


R060 CUOSRat is 1t least that should he viekt. Let me 


Q Rew, in the caza of pages 3 through S$, * 


ths nencd competiters of A&P for vhor 


owlatians other than the Tittle Valparaiso Store, you 


ava computed out a branch sel2ing exneace of 2.3 cants par 
8 ¥ \ 


- 


whore would: wes 4’ your caliculaticns.ty find how 


Please tusn to pece 165. 
; 


Ali right, sis. I have that naga. 
Lag 


doling valve of $5,903.92, which de the same dollar exponditural 


aS @proevs’ on pags 1.25. 
re) ALL eight, eis, © have got these tuo pages in zrcnt of ne. 


a And eventually the ax amount on paga 12S becenes 
. bs Lat : i . ae 


thea Shyure of 2.3 vex 2 ehoved you the valaticnanss 
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ox the posting of che figures on 125, and now let's go back to. 
265 to shcw the devalcorment of the doliar expenditure. 


ASL sight, sic. 


A Pags 166 or page 135, whichever is clearer, they ara 


how iten 24. Bithes 166 ox 125. In my book 135 4% clearer. 
But both of those are printoucs of what is touoned item 24 for 
identification. ket is, ASP Exhibic 65. I will xvofexr to it 
by page nur bar L£xroOm LOW ON. : 
°Q Alki sight, six. 
A And if you look on Colums 2 ane B on page 165, you will 
sea thet that is a-ce; £ Fane counting tha numbers 
aorcar: ag cn paga 135, Column A beta the current scoath and - ; 
Colum: B boing the year-to-date fCisgure. All right? 

wight. 

ete IESE Oo PAGE 165 you notice thet tne next 
‘ooirem 4s entitled "average Pet Honuh, This Year," Colum B 


divided by 10. 


Then the nexk erluwn showe whether I selected the Ligure 
sl tf 
' feo Colum A, the went month, or from Cuszcus B, the averaye™ 


year-to date tigure. 


Kow, mova aceoss to the next eslusn where Le 7 
i Besatat,” ated this is ulora £ wiil boxing & 


fotses z. - i 2 
Oa the fixnt <.a, “i 


pine ayes Styurvicion,” L tcok the dollar 


* aye eo. 2 eer ap te 9.) Co jay ty s.. scd os 
ameunk Evan tha cverent.-nonth. Gm tha “eges hiscallencou3," 
c.* . * 


You G@.a't seca te haves waed eltier, Eo you, wir? 


= 


That is right. ‘There appcars to be a error of. $4.58 


there. 


X take it you meant to tae the amommt from the current 


month? 
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A Yes. | 


s of $4.58. 


cams over to the last colwin you should have 
a O41 33 
269, <S3P 


Yow, what have you done next? 


Q Then the sun of this would be the vue in Colum Aofk | 
2 Al. 3% 
26952320; is that coxvsct, six? 

= 


Kow, cn the evpplics coimm, £ 


that the year-to-~-da 


- ; 
ener re . : 
ropresentacive and £ us63 


ow 


tha year-to-date 
Eiguse, that is average -neuthly year-tordate figure. 


Mhenavar 4 say year-to-date, I mean t23 


aa CO ae Were ae eG ere P on< 
iw, “Leonl Buyevtua® wae ucthing. i 


imagines 


whst Kind ¢£ legal cxpenze veuld cost oniy $1. Nayba the : 


GESLEBYS can suplalne 


“ch Uxpduset L brought over tha manthiy figure of 
iexberchip Fore and Duas,*® X brought ever the =e 


Os de 88: 


LGULE 2, imecuuch <3 tha nesterchin fsea3s ox cues 


“wmiyht ba eextdculasitw hich or onic im thse cuwsent icath, so 


he 
oe oe ce gw Me. 04 so tees wee! ree o,.o wes Wg ms 42% a eb cadet 
“Soncrdiution: aad Retuctioas,"90n nokia. that the :2ontch 


- 
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the samo reason as monvership Z£ thought 


hat the year-to-date vould ba more representative. 


">yovi.ckiong Po:: Bnd Loann." Sny particular month many 


be of2. When I say o 


Rg 
De 


rh 


€, X MOM not representative, so rather 


a 
dyin take tha high figu. x $: took on average Figure 


Fla ema ae St STS OF: ES OE 
. 


et ae CL LY OE LOE ELLE LD LO ALON AS Ae AE 


% 
fa connesiiosn with that item do you knew wanther 


epeeLiie brd loans? 


Z @outt soecifienily know. can only 


You Gen't know whether these ave ssecific b2d leans or 


jony for bad loans" |- 
a spscific kad lean but I 

HERG e 3 

Srecific bed ios: Sor bed loans? 

Yas, louws, 
Q Bo you. kn: ghotnos Booden had any Leona outst 12 
Gutebas 169 to any cf che 17 steres other thea AGP which you 

have gotes ae bainy sonved oa & Brea stora routes in Hammond 


= 


kind o£ Gatall wos net available when we did this 


= a 
° = 


se38e customers 
fame Loz ni outooracding Exe Bord22 at this raried in time? 
|S. No, net Isha. . WraKG wes-excadit, but nos ~~ welk, TF doatt 


“ner? LE they vara loons. 


- 


me ee 
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Q Now,cir, you mentioned credit. Let's go to another 
exhioit for a moszant. The "Credit and Collectica Acccunt* 


for Hamaond, which ie AEP Exhibit 84, in which there is a 


than a pxovinion fox bri leans, would it not, six? 


Yes, i wovid think so. 


o- 
* 


So this provision for bad loans would not be a credit 
’ fl : ° 

crs provision for credit less, would lt, sir? 

Ro. 


8: ace 


srovieion for b2d accounts ef milk, that would be different 
b . 


Q TNSED would ba loans £xom Lorden to seme particular 
| individual or custcmez? 
A Yas. ‘that is what I would-assuma from the name of the 
ccount. 
For that matter af it WE exedit account, 
soxasn ontended oredit 
Woll, only to thea end of & billing period. 
Thet w2g generally apenkine trua of the other custozers 


on thece renutes, was it not, six? 


A I don’t think so. 


stoxos 4a the threa Yornond routes who were in axrears on 
nayrsnts to: Noreen? : 
Yes, but £ cern: ; fLen che purers I have here. I 
1, would Lava te go to my. £ile. 


oe 


Q Waexse in ths voowrd would +a fin? sé the cace 
- 


Q Com you point to eny specific customers among thase 16 or | 


{ 


. 
‘ o 


ee 
: 


* “ae . * 
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{ thirk 40 comes from route books but I an not Sure. 


Can you ident: : saxrkicula: evstemers for us, six? 
mh ¥ E = = ey! 4 


” 
. 


Rot RCW. 


Do you, recall who was, 2ix? 


a 4 
all, I kalieve that Me. ‘Nittle was one of than who 


WAR NOS up te date on his paymonts. 


this would bain the route books. You axe talking 


blue roucs b 


ig where I got the information, those 
woald be the route bowks, but f have said a couple of tinss 


' 42 you are golag to he apseific on this I can't answer with wha 


this wes a specific axhibit oz 


erinion 


3 44 tao resaxd,' but I think 


is gxcs a writ 


> 


You fo nok kucw vctlae chore ie anytiing iu tha recoré 
4 


‘ 
: eyfeg:, det ne . ceeuk “ 2.48: heen © outec eee“? 
cake that LANE ae sbhaca obhas 2% 
‘ 


avroears om GhaLe 
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A Yes. iL say I don'e know Af Lt is in the xvecord. 


Q . You Go not know if thoro is anything in tha recoizd to show} 


that? 


is what I aaid. 


-_—— 


5 Cae 
he, sir. fo vou have posted 3,250 in provisicn for 
& 


bad loans? 
Q fo pase 2 ; : 
ee chee 
: ; 
‘ aceon 


: Q 


Wa 


wepresent feinge henefits. 
‘Wor the yoer-to-date they totnl $301.74 and thare-ware also --|- 
‘excuse ma just a minute. 


Holl, those thuce acccuntu total $301.76 aid they vill 


2 used tc develop a fringe benckit expsnse Gowa Dolew, so I 


~ 


i 
1 3 F . 
“Raye x what across ta the column. 
fen va have "Rices BESTS Exoonde,” and I use the year- 
to-date acain, $45.77. 


Boy, thie i: 


cor : 


Esbabiz which i 


i eadeadind Ke 2. 
the weormtca ££ 


2t> tre monthly . 


ie none : » 2. os : wate 
imovnt column some & sienal womcahicuzes 


Siege 
Sem. eS on Zee im pie tye: Ee Fm, We tea * = ae < 
woe tho areiysis of delivosy eosts, and the 
*e 
¢ 
eee i nt Bee 
a sus vealysis cf 1¢%.7'25. 


-- Rhave Go vo Zia! chat, sic? 


wee @ 


= + 


aaa ss 


pees pie 


’ 
ee = 


. - fae orig Selene (osetia Kein 
oe i 
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cone a ves 


-19 


ad 


a Pages 141 and 162 which ave a two-page sheet which we 


= 


have referred to several timss before. 


N 


Gs 


yd A Tf you puc then cide by eide as a leng spread shest it 
will be neloful. You may vecail that the styld on which I 


worked with those tv sheers; working with cuxsent month of 
| average tenth ysar-to-date Eigures, and bringing data into 


yerious cacecorics, provious eategorias that wa have eddvesscd 
& i : 2 


5 | ovruelves to, having the vehicle cost, the other non-lLabor | 
jo | Cost, office expense, pxaduct setuxas, you ses cheze, end now | 


il we ave golayg to Leck et lecal selling, which on page 142 is 


12 jf tha second colwm fxeca the right. 


a 


ancry there is $782.87 which is 2 
Sviloacovnlt 


/ 
il 
te) 

rar ee mene 
o 
et 
a 
4 
ri, 
ae 
Pay 
t? 
% 
“ 
i 
0 
Ba% 
é 
a 
’ 4 
% 
va 


, i .tcavellne capense, line 10, s LiL. 
id | 
a Gis, in connection with thet, your analysis on page 165 | 
iG o@ the sclliug exponts account vhova a traveling espenze on 
} 
‘ j : 
\ : (eee? Sates 


that account ag wel, cess At not, Bir? 


a 

oo 
) : 

| 

| 


Poaged 
ws 
 mapadeentiiagenl 


a Yes, X think it cses. Let 


= 
oe ol 


I 


wo sce. Yes. hn average of 


346 a month. 


enakyead oz. pace LS", is thera not, siz? 


esac ATA DAH OS LD one ow Coe SemmERT. =O 
re] 
ry) 
G 
« 
ct 
Lia 
¢2 
ge 
Q 
ts 
& 
fo 
ae) 
4 
re) 
iw 
{5 
ts 
ms 
: 3 
e 
vi 
@ 
ce 
% 
oe 
ej 
@) 
ee) 
{so 
5 
LE 
a 
ir 4 
LE 
uy) 
@ 
te 
Q 
& 
fo 
Q 
Q 
y 
ep 
?) 
pas 


"pe 
“ 
‘3 
a 
e 


ore 
ca © 
cee ween mn ree Ses emne creme even eee 


8 
Neder ae 


Q And cris is aa eceitone’ mxaveling expamie talien fxom tne 


_~ 
— 
rere 


“ om OO 
a Soe 
4 


Cal ner * eitee SANT Ay nae on os =. e5 oa pe sir gone 
daliveny crreuss rice. of Borden far waik WVaGlusale and Was agixd 


a we 


weet ee 
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That 13 right. 


& you ar. 


. 


2. 


th 


@ record 


SSCy Spans 


is Eronm the deli 


o, 
tie 


feo 
G 


ay) 


fe, 
be, 


. 
. 
'° 


3, you have take 


€ 
¢ 


alysis Of the 


ea thers 


ve 
Se 
wee 


s 
os 


ACA C152 


= % 


2 


4 duces, 625.44. 


wut ee 


255 


SOLLEGE » 
yp fcss 


~~ 


nn 
ta 
@ 
< 
& 


a8 


in: De oe eho Sen 


ys, Was there rot, 


an Comper 


€: 


2 the Ror 


gara o 


Soa Cage 


* 
ct 
whe 


Pena eye eamannenimenemeemesd 


23, $24,021. 
on page 165 - 


~~ 
Se¥ 


<0 


mh Caw 


RE 


4 
‘* 


a Ct . 
8 coutrlost: 


~ CS 


7, 
we 


DIY , 


ce 
Neer 


Sh3 Bore 


recard of 


Doses 


- 247: 
ws OXY 


e225. 


S 


~~ 
Ls! 


cas | 


cece 


4 
i 
} 


six? 


3 NGC, 


y eid 
sh we 


. & 


ws 


GI. tha dealive 


Weegee. 
ran Peg swede 


Gz 


OY 
— 


+? aa 
VESRIEL: 


rh eebe 
oo 


ay; 


nee 
ct. 
. 


&& 


7c 
Saw 


tee 


ante & gee “2 es 
AEt zo? 


“1 
ete 


ys " 


N 


NS 


BEST COPY AVAILABLE | 


t 
i 
t 


& 


Sis, cle? 


woot. 


$ 


2 
J 

e) 

OW 

3 

1 2 ¢ 


oe tee an et COP NG ee Ot Oe AUD we SOS METS BY TOS Come 
cee Oe A Oe NS = AS OEE ORS AE 


on 


w= 


NE Cen ee SE 


2S 


mSs~21 


13 oe 


OE i ee NN ee eee TN ore ee ee 


ati SO ae 


ah Whexa ix a figure of $1.24, “Complomcatazy Product,” 


-  Svbaccoont iB. ° 
Rud that ds $1.24, you say, oir? ae 


Vornado = 


2 


cies denenehieed i +20 even Portemewone ia = - 
es oS 2 8796 
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Aud that is tahen from thu éelivery expaasea roc =a of 
$ 's 7. 


5 | Rorden; Le that 3igre? mes 


m | A Right. 


i Rat is the naxt item, six 
8 | : ee 
H : x Pate oinae ° 
9 i; She nent item is the posting ef $669.55. 
10 [ Q Pre you looking && the conc item, six? Oh, I ces. G8, 


siz. She sext ites you had on 142 wes noe brovcht over. fF 


12 \ te. SO, the next iter you have pestod @zom itom 25 ig ---- 
R Mcesklenases Expense," $699.55. 
and this is taken fom the delivery oxpenss rosord which 


Q 
ig vnalyved an page. 42 of your Exhdbit 65; is that correct, | 


- 


"gc: Ans thera de.a. einitiax misceLlanceas ezxpsusa in tke 8@1).32 


miki: yholerale zecoxa ef the Eoxuden Company which you Rave 


: 
} 
eiverdy ported on pege 165 ism the celiisg ersenss records 
| is that mot corsect; 335? 


” ot oS samy 


Q ALL sient, sir. that hava you Cond nance - 


thsia da on paga 106, the extre- uwgigbt-hord colwa. they 


; = 


| 

} Ul 
t 

; 

ae Wok, that is sh of ths postings ead nas ta 4ccuaalans | 

{ ° e 

| | 


— ws ww 
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tora $8,929.32, end then thore are some tran3sfers in-and cut 


fn e 
wich reduces this exovnt to $5,909.92. bs 


Where do we gst tnese trenafers in and out, siz? 


Feom this item 24 uwhown on page 166, IE think. And in that 


wf 
sect the avertys month far year-to-dats. 


ALL vight, siz. that what was wus resulting figure? 
$5,908.92. 
4nd hav have yeu wsed that figure, cir? 


BR. PALES: Would this be an anppropirate tine fer 


THE WITMESS: Yes, please, necauss I just got uy 


' pagegs ont of créer. 


to will tzke « skort recess now. 


SUNSE HIREZS: Yea may contines, Mr. Hathias. 
By He. Nathdas: : 

Q On pace 165, Ur. Havaneyex, you come up with che total 
figuze o€ $5,909.92, Unich you have trenagarred to page 125 
. 


fox your caleclation af the branch selling omornse per roint. 


Row, can you tell us what you havo done cn page 125 of 


"A Yose ‘we arazeyv qving to divide this money by stove points, 
or the volrma of points which have eccess to this sailing 
in other. words, we are golzg to start of ulta the 
vad pubtxyac’ the agp peine:s cr the store 


[a 


* Testimony of Robert G. Havemeyer 

Ps ° aa Just a sccord, oc 

: Please refar to ALP Bxhibit 187 which is the Zolder 
eatiiicd "A&P Valraraico.” 
Q All right, six. Page 5 of that 
A Yos. You will find the next to laste Elguxe on we Light 
hand sido, 0094, and thet ig the selling cost per point which 
appears on psgo 10, the one that you originally refecred m3 to. 
Q° Yas, siz. 

“AR | and ney wa aca going to dcerlve thet which in tuxn is 
Gavelegsd Exon two figuras, the Eicara of $4,593, waich is 
divided by 406,579: rsints to got tha selling expense par non- 

A&P gpolints in that | 

—Q Revs, sir, £1 where did you get the $4,598? 


"A Wali, th ae Liens just above that, lines 26, 27, which| 


‘49g o GeaGuctien, and 29, csenster fzscm cther Gspartusnts,; you - 


gat a figure of $4,598. An 
Ynat is the natura of tecse three itens, six? 
Travel. oxpensa, a Ceduction fcr miscealiaxzesua exrense, 
transier £rom other departssnts. ; 
kow, the trensic:: Srom cther dayartzents ahs a fcotnote 

Bayiug “Set item 24, ceiling miik wholesale, Line 20.° 
Q Kherg wera these Ligures ecbtainsd in the first plac: 
' giz, before you gct te lten 24? 
Rh, ac indicates by the Cita 


sete 


‘think 26 pega “-- - 
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It would bo in Bxuhibit 185? 


Yes, I am back to 185. Yus, back on page 137 of the Rannord 


becitiet. ' 
and this is the sanz acewient that we sofexzcd to earlice 
with “hea calculation of + 
wits Valpazalca; 
Delivery ezst, wasn't it? 
Tha which? : | 
Rolivexy cost. Well, asveral things. Loasing gost alao. 
I thought Load | a2 one of che things sentioned. 
That is sight, loading coc and dolivery ‘vost. 
ALL right, hoth ci these costs wore gerdved from this. 
pavtiertar shest by you; is that correct, oir? 
Yes. 


Lot's go hack to the dezivation of the $4,589 on page 


ea Se 
a ae oe A 
ee oe : if 


What 23 tid enacts 
Jast what are the dtens on a: geich you have c3sé 
arrive this $4,599? 
Well, it is travol expanse 
That wo find at the top cf the ro¢s. Thus is the current 
onthk; is that correct, sir? : 
“BA Yee, subaccornt 122% 


ho avarags of the your-te-éske on that vould have 


ae 
? 


iY 


a Acca Cage nena ar wes 
ee mee ae 


Bat 


v3. dau’s chat correct, &f 


— 


tate On ae ee 


ARO me ar 2b* te Gee Oe Ob awees gy 
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A Yes, end miscellancous ‘expense, which is a deduction 


| 


wie 3 acbeccount 298, deduction of $195. 


Bud thes also was &@ eurrcat month? 


~ departannts io“ovbaccount 
263 ox 305. $4,372. 
one you hed the goatnete next £9 on page 
5 of whiblt 187; $9 that correct, gic? Tnet is the iten 
endeine "ErENsLer Fram Cthez Departments °? 
A tes, bat cho fanznote actually epeaks to another item. 


o> 


Six, &% chink txe Eaotneze fie corsacte You azo veferzing 


Q° 
to item 24 for this - vem “Gransfer Prom Othex Dopartments."" 
A Ch, exevse ma. f gow a 34 theze and ft couldn's find it. 


Oh, cuat ig 24. it is a bad copy. 
Q ‘tou are cefairing to page numbex 135, are you not, 3a 
your Bubibit 285? . 7 

A Yea, £ think thet is xight. | z ‘reed thes ag a 34.e. 

Q 2d that is tue sams account that we had besa diseudsin 
yy ia connection with the branch melliag VP gase in comncection 
wita che others custemces entities “gelling MALk vhoiesale® 
which 3s Zybipit No. C5, and you 2s esforzing to the line 


thace entiticd mmyanesorrad fa Gthor pense agscounc’; ig thet 


correct, six? 


A. tas. Fougen ses Ba hen you Acok at pays Ess there is 
, eet nee > . 


a 
: . Be a : 
fies: ‘ eae tt 


a tuansfex -~ & éontt huve a Line PUM. . 


Testimony of Robert G. Havemeyer 
It is line nuwzax 20, I keliove. 
A The gcotzota mee: Zine 26. 
°Q: In eny evens, it is the cneé maxk2c "Eze onsfexrred Pron 
OShor or" $4,372.18 which you nave carried over to 


page 5 or retubat 287 and chat alco appsars cn pagd “237, 


Gaiivery Geary brokers; is that correct, sir? 


on a ousront manth on that page? 


2 OZ the caimintiien was’ 3,107, was it 


"A Yes. . 
| q bnd that wes the fige Wy asead in tt aae vf the ctker 
Cupcoawars in Hawwrond; 


No, I don’t thin so. 


| io ee 
'Sranskors ad Freon orber Dap sarcment, @ | 
y The xEeas x? = 


Tuzyn to page 165 ef Exkiblt wheats the finsi colon mark 
eloped Monthly Total Selling." 
Yes. 


°9 Bewnm to the nent to last 1 ine in that coltaua on the 


Lins eatitied, “Pzncstierzed to Other Expense Accsewik.? you | 
s 
i 
1 


sate 


lage used the figure 35,107.72. 


° 


Yose 


~ Waieh you took” Som Exhibie od w2: ts ulso page 135 


OZ Uxbibit 135; is that coxvxvect, 


GS 
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Yes. 


A 
Q and these are the figures thet vere tarasforred to page 


137 exd which you are now dealing with only in this instance 


b= 


bave celectad the higher current month figure xathez than 


average year~to~eate figura; is that not eineeek, six? 
i —-o-.. eet} 

Wall, six, to go co the exount through thsse calculations, 
ww have auvived at a figure of $4,558 as the ssiling “expense 
undes this aecoumt: Delivery Daizy Beckers; is thas correct, cic? 
Did you gay $4,598? : 

$4,398. : 


Yes. 


“A 


cd 


Q .All vight, siz, mar I notices that in this instance you 


never. Sividad te amount by whet apscars' to ke .486,579° 


- points; ‘is that coszeci:, siz? 


it that is the $810,000 figure appoarin 


< 


C25 injiaus the tolums of the A&P Srora 
$5 thus coxrest, sisr?- 


as 


Toa. Not dollars, points. 


Minus the pointe .d1d ts te Aah stoexe in Yalpecaiso? 


¥use 


S 
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Q Row, this inntoete again Gepends upon your enalysis on 
page 126 of Exhib3t 165 in which you have dacided that that » 
€iguxe contains the sales poines that Valperaiso; is that 
correct, sir? 


A Yes. . 

Q Fow, @3 a result of dividing the dollar ieneninide by the 
point figura that I have Suat nentioned you have arrived at 
_@ Solling expense por point t tho Jesapn Pietla and Sons 
eto ‘in Valpsraisco of -6094; 49 that corzcet, six? 


Tuae is right. 


AB 
Q Siz, now goiag back to page 3 of Bublbit'195, the newt 


Gost Glement which you hava dsvelosed 4s -- and X think wa Lava 


‘encugh tine to cover this before 4 o'clock ~- is listed as 


Fy. 


ARonaga Cysdit Less Yer Point.” a 


ot ee 


Could you tell un whore wa vovle go to £ind that figuce, . 


Wo exe primarily octtinenel with data etazting axound 12.1 
i Ha retar te itim 22 waich for identification ia AEP 
Exhibit 83, end that Je found oa page numbex 133. 
Q Ril rignt, zix. 
Z aa concrenad with yeay-20-date figures. 


Nz, did vou not, they saga Lbs 


4972393 elo Enazbat 


mae ote 
* * 

‘ 

e 


~40 


| 


HW &32."v0n Eira a Figure wl 9,693 


Sinus ie eit se i ‘Se a Bake 
' dorcommected s ond this acuens 


. . 
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A Yas. Undex the year-to-date section in the left-hand 


coluen which is this year, nemoly, 1959, we sind a credit and 


* 


on lise 33 of $68,233.-_ 

Q R11 vight, £ have got it, six. 
A AL sight. Wow, these wv s thea other Itex’s -- when 
waich we will roger. The 


shovid be pages 132, 132 and 


For exexple, on page 130 you wili Zind iz the sama spot en 


yoar~co~date sestien, this year, Column 


Ghat is 2 
: 


s2 132 you will find correspondingly a £ligare 


81, pega 132. 


. 


s. 


fimally on Atem 21, which is AGP Schitzit 82, and page 


=< 


* Siguxas wich ft 
have xoad c£2 pages 139 chrouch 25 q Wd up to the aieust 


ich we tecis O22 page 33 hes qa provieugsy 


~ 
2 


: Sivotes Guain, 25 the sum of ths 
. 4 oF tO oN Roe cigs 
Qista of Shera thxce stheategeries. 
. ° & 
ov, 23 ae not amweanned whit. milk disecibucer in + 


ad 


PD ALOE 
ee amen 


de he aeetns RE RE Oe oF eeT eR RER NSS 


seus dei ee 


ft 


. 
. . * 2 
SF nae wt = ee aemmenesr nee semen = 5 me SSS ~ 


RARE Rte SI NRE Te SR PRC 


2 


| 


a 
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cece, because I am taiking ahout the Homwaend ex anch exclusive 
ef Valpareiso, so < 2m not svccenes with tha $39,299. ot: 
at Ciis timo. Pret is the mit distributor. EZ am not concerns 
with ¢he troller rien  kacanze that is another area. IX ma 
$i 1a, 24)... eatwal ad 

" cons: wacd uith the $37 S42 Wak th is charsedé egal ust “Hilk 

#,” and so Z breuvght shis. cver to the wiik ‘pegular 

tke third solu frou the right. 


- 
7 


on line 27, sires that rerzscenss a 10- 
- oe : _ Onerone. per 
‘Sngquva I havs bakea OLR tent a ‘of this 22 - get a-yemn be 
figure of $1,532 -- excrse ma. fast a nesant, please. 


< 


there eccnes to ~~ some exrex here. 
Why do yor say ele, Me. Hathias? 
Row do yeu @eriva this $2,942 under milk zequlier? 
st ‘dis one-tenth of -~- 
‘ 


oh, £-seo it. 


Bust you know, oxedit and. collection ees aa that month 
could be unus vally high or lex, so we have geue “titreugh thee 
ene and I belicve that the 
you axr-tordate Zigzurs world ka xopresexit sideband, $2,942. 


Q AGL right, Six. 


mexa have you ; ti 28, £257 Saw hava 


you cecc2lated out ti: = parecriugs ds W288" Wes you appear 


= 


. . 
; ee oe 
et ey 0 Sh 8 = a LNG PF OE RTT LI 


o-midean + . Wiese a se + eee 
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to assign 12 roxcent of this exedit and collection axsense 
i to retail, and &3 percent to to wuolesala? 


A You may xecall fcem looking at page 125) that we have 
I, -_ i. ae : 


4 various categorics of businecs. Vhoze is ‘iia retail, whole- 


; Js 
| RULG abd xoted il, tcnera is wholezale a vholosale, wed so 


‘| 


“Goxth, and ‘ahs at-Z em txying te Go is to asseciate'-- what will 


i cay — the emount of ozod: na collectica moaay with kinds 


eowe 
4 
a - 


+t 


|< os businas S. Lect me ses cen be moze specks 
: 


goiag to have to Geserike the judgment behind it. 


he ccd he 
A Well, it is not « epacific sot of nuzbors hore and I am 
¥ou notica on py 125 stvictiy retail is abut, oh -- 


ac] ad 


Reugily half of that is wholecaie and so wnat: is identified 
Strictly retail ia Colum - 161,690 is eon: -- well, let 
eaiculats it. BL “ut 25 o 24 oereenk. 


exactly, of the _escount skova 


tn Column 3 on paya 126 these is total recta _ 322,800. 


Coliwn 13, Earnoud wholezeLe FOREGS « in ether = words, 
L600 divids2 by thea 637, C56 _is in tho neignhcrkesd of 24 


e+ % - pi ee 3 
Pcreanc. . he 


Fay 
nw 


On & skuticcical Basia F vienid. 


The exsdit and esliesed, we ee 


ee A eas oS AAT, + me NE 


satodlzi ona wondhee wedast: wholesale, nex. 
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both based upon a nurber of this record es well as my 
ebsaxvatiors foxm the daixy business, I bolicve that woulda not 
he appxopri.ate. 
For example, if you lock at the cradit and collection. cest 
* 7 hee al 
per point é 
What axe you referring ¢3? 


Pace 


Yes. 


What Cocs that hava to do with reteil or wholesale? 


Q 
AB 
Q Now, sir, this oa 131 novexa to Hoermond disiributers? 
A 
Q 
A 


Vall, I will txy to tic Ms in. Hotics the cost rer 
point there is .007. YX zefer you to Hemmond distributers 
e - . 
because this route is sorving wholesale customers. hare is 
no retail on it. 
Now, when wie go to, howaver, page 133 --- 
Q Onc momont. Bow do you know chet. Bamniond dtsetedinamaee is 
gelling vhelosale acvounts? Just what kind of accounts is ho 
selling to? ‘ 
Wholesale, not retail. “Retell means hone delivery. 
Couldn't tt be bulk wnoleaale? 
Yas. x0 mae: 
Xt. could he quite a varie £ kusinassa other thea jast 


Boxletly wholesnlie stoves, could it not, six? 


£u estid hae cantiaon? 


eee ster te meen. 
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{ | they not, sir? 
A a Yes, XY think thet is right. 
se New, isn't 2c saia to assume that the ratail soutaos . 
a i nembor axeag thelr cestcmers ia tha hundreds at the very least? . 
| A X would think se. os a 
oye. Doe 2 Ves iss your judgnant, tke. oeredze and. opiiectica OxBSRSsS 
_y lj Of doasing with these ‘hundreds ees would bring dewn 
g i .ske average Of the sxreadit ard colleation en ez dealing 
9 if wiek those 0 other 17 customers. That is your judgensnt, sire 
ag | A Ch, yor know the azcdit aad collecticu showld say the 


11} Cedicction function in retail and delivary --- 


12} Q Could yor answer ty gesation first and then give your “ 
CO 32 | explanation, siz? : 

14 A BALL wight. Hay Tf hear ths quertion ogein?. 

15 (Ths perdiny quactica was xazd by the Sposoed 4 

16 | GAY WEISESS:. Ves. iret. That iz ths anauer. i 


17 the collection function cn retcdl is dene by tha zu silicic oe 


12 - Be is the czs who cantects the onuctomar ‘eikte xs ha or ae is 


19 Sley cn peyinant. ZO voktes etion function or the exsdit - Race 
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23 | your axt-ofpsekot exoéie and colisction cost on retail is 
oe } be 
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2948 MR. MATHIAS: This is page 10 now of Exhibit 188 


sir. 

Sir, in accordance with your Snekpuatbonn Complaint 
Counsel did get togetier with Hr. ‘inside an AEP's counsel 
over the phone and reviewed the procedures followed in 
this documentation, so I will try to use leading questions 
wherever I can. i 

ROBERT G. HAVEMEYER the itness on the stand 
at time of ace: resumed the stand and testified further 
as follcus: 

ae VOIR DIRE (Resuned) 
By Mr. Mathias: | 
Q Now in that regezrd in connection with the marketing 
cost element entitled "Credit and Collection" on page 10, 
Exhibit 185, the sibeohietiten: tee thet particular figure 
under the Joseph Tittle and Son colwnn is found on page 175 
of Rxhibit 185, is it not, sir? 
A Yes it-is. 
Q Turning to page 175 I see that first of all in the 
colum marked og omiik Distributor," which I understand 
from your previous testinony is the colwm on page 175 which 
pertains in your opinion to the Vebtavniec area -- 
is that com-cet, sir? 


A Yes, siz. 
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Q Now I sce a credit and collection expense in that 


colu=n of $39, 299, is that correct, sir? 


ain ahs | 


ee: Yeo. : - me oe oe ss in se ea ; 
Q How ‘ties in turn was taken ‘fron page 131 of Exhibit - 
185, was it not, sir? 

A Yes, it was. 

.Q fnd that particular pege of Exhibit 188 is also A&P 
Exhidit 81, is it not, sir? 
A Yes. 


And that figure, $39,299 is taken fron the line en- 


ticled "Credit and Collection, year to date", is that correct? 


A Right. 

2 Then doim below in the next line you have computed on 
an average per month of §3 2930. 

A- Right. 

Q Now sir, I take it that the series of computations 
down below beginning with the $10,211 and ending with the 
-0031 is your calculation ofthe ecredix and collection ex= 
pense -~- this -is on pege 175 -- is the calculetion of the 
eredit 2nd collection expense which appears on page 10 of 
Exhibit 185, is that correct sir? 

A Yes, it is. : 

Q And the 510,211 ficsure is again taken from page 131 
at the top, which is the sales volume for the month of 


October in the ledger sheet or the Borden record entitled 
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"Iwo-milk distributor", is that correct, sir? 


A Yes. 


Q Now, sir, I see figuras here that you have subtracted, 


certain figures representing the ASP points. i take it 
those are the A&P points for the Valparaiso store, is that 
correct sir? 
A That is right. 
Q As I understand it those figures should be corrected. 
Wiersas they now read 23,832, they should read 22,778. 
JUDGE HINKES: 22,7887 
THE WITNESS: Yes. 
By Mr. Mathias: | 
Q And those are again in points, is that correct sir? 
A Yes. | ; 
Q And after subtracting those points you arrived at a 
total number of points of 487,423, is that correct, sir? 
That is correct. 
Q And you have then divided that number into the $3,930 
to apive at what you term the credit cost risk per points 
of -3081, is that correct, sin? 
A That = commecta That slight change in the nurber of 
poinis does net change the final figure on line 38. It 
pens at .0081. | 
Q Wow, sic, do you know from your own knowledge that this 


eredit and collection exnense is not that of Borden collecting 
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Q Turning now back to page 3 of Exhibit win which is 
the compari.se on of Burger's and AGP, x see the next cost: 
element cet ¢ ont here is entitled "Borden ea” Advertising 
Expense" and it is my understanding that the calculations 
for that partieular element can be found on pages 125 and 169 
of Exhibit 185, is thet correct, sir? 

A Yes, I think thet is right. oe 

Q ele, die going to page 125 first, I see that you 

have a | total expenditure fox this element of 800 -~ it 

looks like $876, is that correct ate? 

A * That is Sent. 


**" And you have divided that by a total of 618,610 points? 


Q 
A . That is right. 
Q 


To arrive at a figure of 0014, 

Now I understand that there has been sone semenanbis in 
these figures and thai: should now be .0018, is that correct? 
A That in eto, 

Q And that number should be carried over to pages .3 
through 9 should that not, sir? 
A Yes. 

JUDGE HINES: Let me follow you there now. 

My pags 125 is not too legible. Which figures are 
you changing there nov? 

THE WITNESS: The extreme right-hand figure at 


the edge of the page, although very faiat, reads .0014 
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sung 


and it should read 0015. 


JUDGE HINES: That is the figure for merchan- 


dizing? 


THE WITNESS: ‘No. Advertising. It is the 


second figure from the bottom. 


esas ewe te ee eee 


JUDSE HIN'ES: I don't even have that on ny 
wise: 
THE WITNESS: It says "Advertising/Borden." 
JUDSE HIN'ES: And the figure is? 
THE WITWESS: 0015, 
By Mz. Mathias: 
Q : ieee Sela had incorrectly been transferred to ies 


3 through © to begin with, had at not sir? 


cr 


A Yes. 

Q So where .0033 zppears on pages 3 through $3 of Exhibit 
185 on the line "Borden Label Advertising Expense," this 
should be changed to .0015, 3s that correct? 

A Yes, sir. 


Q Now sir, the figure $876 which you have attributed to 


3 - = = ee aan ee mee one eonnen~P AP amarene;” 
LLP ECL LALLA LO OLE CLC LOLA LLC LOE bc ALN CELLET LENE CO ee 


this account has been calculated on page 169, is that not 


correct, sir? 


tag oF Py! Beene 
4 eo 


A Yes. 
Q Now, sic, going to page 169 and the extreme left-hand 
coluiin, you have 2a colwan entitled "Metro Chicago avea, 


twelve months "69", and there are cerzain figures appearing 
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down below in that column under the heading “Borden media 


expeadiiuras", and listing yorurt, Thirstee~Smash Lite Line 


Milk and dips and you have on each or these lines certain 


figures. 

Now these appear to be errr from pace 171 of Exhibit 

185, is that correct sir? 

A That is correct. 

Q Which is entitled "1969 Chicago expenditures, Chicago, 
Rockford, South Bend", and has in handwriting at the top 
"Hodia only." 

Now, {£ see that with the exception that you have 
eliminated the Rockfod end South Bend expenditures shown 
on this page you have transferred the figures appearing on 
page 171 to this firs: column on page 169, is that correct, 
sir? 

4 Yes it is. 
Q Then you have computed in the second column a total 
population figure for Tllinois and Indiana. 

Now what sections of Tilinois and Inéiana exe you 
referring <0? | 
A This is the Chicago Met diren which is a standard met 
statistical area usually termed SMSA, and that is the 
population in Tlinois ana Indiana SMSA. — 
Q That would be the SEA, would it not, sir, standard 


ecnsvlidated area? fs the SHMSA excluded Indiana and the 


o-~ <r ” ‘ * ry . * 
~- ‘ a : oF we 
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SCA, which is the standard consolidated area includes Lake 
and Porter County of indiana. 

So this figure appearing under that total column -- I 
teke it that is in the thousands, ts it not sir? 
A Yes, 6,979,000. Yes. 


Q Then in the next column you have headed "Lake County, 


Indiana, area. I teke it that is the area which includes 


Gary and Hammond, is that copreet, sir? 


A Yes. 

Q You have caleulated the population of. that county which 
is 546,000 accordins ‘to this as a percentage of the Chicago 
SCA population, is that correct ‘sir? 

A Yes. 

Q And you come up 7.82 percent? 

A That is right. 

Q And based on this you have apportionda the expenditures 
appearing on page 171 minus the Rockford and South Bend 
expenditures on the basis of 7.82 percent of those ex- 
penditures being applicable in your opinion to Lake County, 
is that coxreet, sir? 

A Yes, sir. 

Q 4nd you have further broken that dowm on the line be- 
low $75 average pér nonth, is that correct, sir? 

A Yes. 


Q Now, sir, in the next column entitled estimated produc-~ 
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tion expense at the vate of 19 percent you included in an 
additiona}. figure of $142. 

Cen you explain that for us sir? 
A Yes. Production expense is the cost that the adver- 
tisex vould incur in preparing materials which, or having 
Somecne prepare the matemtals whiten would ha used for the 
advertising medium or which would be displayed through the 
advertising mediwna. 
Q Now, sir, your original media advertising expenses were 
taken from this page i171 of Exhibit 165 were they not, sir? 
A: Yes. , : 
Q That also has an A&P exhibit number does it not sir? 
What is that for the record? 
A I am at & bit of a loss this morning. 
Q One moment. 2: heltow I can find it ina hurry. 
A I think it is item 29. 
Q That would be ASP Exhibit 90. It is part of A&P Exhilit 
90. It is the third page of that exhibit. 

Now-siz, this page that document, pags 171 of Exhibit 
185 is in itself a summary page, is it not, sir? 
A Yes. 
Q In cther words, this is not a billing from the various 
media, is it sin? 
A | Well, no, it's not a billing. It's a summary of the 
billings’, 
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Now sir, it is a summary in any event, is it not sir? 

Ves. 

It ‘does not uae to be a regular ledger sheet or 
regular document of Borden such as the various ledger 
sheets we have been discussing, does it, sir? 

A That is right. 

Q Now sir, do you know from your own knowledge that the 
Borden ontoves who made this summary document did not include 
the cost of producing copy in his expenditures listed here? 
A Well, I don't know what’ he knew but he knew that it 
was for media only. | 

Q Yes, sir. This is the advertising expenditures but 
do you know from your own knowledge that he did not faerie 
the cost of producing the copy that was used in this adver- 
tising? | | 

A Well, the “onde "Media only," would say that. I 
mean, that is the weaning of that word in the advertising 
field. , 

Q That was not weitten'on it at the time the document 
wes <yped, was it sir? 

A No. | 

Q And that was weitten on in handwritirg efterwards, 
was it not? . 

A Yes. 


To you know who put that on? 


Testimony of Robert G. Havemeyer 
No. a 
“Or why it was put on? 
Oh, T can «<< vel. 
Outside of assumption do you know from your oun per- 
knowledge why it was put on? 
Well if you call it an assumption but it is to 
ndicate what is reported to be on that page. 
Qo Well newspaper and television advertising are considered 
to be media advertising, are they not, sir? 
A Yes. | 
Q And those“are the only types of advez-tising mentioned ? 
in this panicle document, are they not, sir? 


A Right. 


JUDGE HINKES: But it is your testimony that 


whoever wrote the words media enly, meant to convey the 
understanding that this did not include the preparation of 
copy, is that it? 

THE WITNESS: That is eight. Because this is a 
term which is used in the advertising function. 

JUDGE HINES: But you don’t know whether that 
person was using that term in that way do you? 

THE WETNESS: Well, -~ 

JUDGE HINES: It may have been, e.g., the office 
boy newly hired. 


THE WETNESS: It could have been, yes. Theoretical y 
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it could have been. 

By Mp. Mathias: 

q “And it may have been oni to distingrish this particu~ 
lar summery document from some other type cf adverts sing 
expenditure such as directory aa eees sing, yellow pege 
advertising that sort of thing. 

A ‘Well. X would doubt that. 


Q But you do not know from your own kncw!2 sera that that 


is 


10t the case, is that someon. Six? 

MR. FALLS: I think the witness has indicated 
what he kmous and I would object to the question. 

JUDGE HINKES: I think we can go on, Mr. Mathias. 

By Mr. Mathias: . , 
Q All right sir, the next column on page 169 is listed 
as total cost per month and here you have added your es=- 
timated production expense to the advertising expense taken 


from page 171 to arnive at a figure of $867, is that cor= 
: rect, sir? 

Yes. 

Now the next coluvrn on page 169 is ertiticd “Directory 
and Misceliancous Advarti ising for Item 29, Line S$, and I 
don*t -- that's the noxt? 


A Oh, total year-to-date. 


Q Yotel-ycar—-to dute/ten or divided by 10 I think. 
A Yes. 
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And that we would find, cir, ~~ 

Page 170. 

170 would we nox sin? 

Yes. 

And that has also been introduced in evidence as A&P 

t 90, is that sical: sir? 

Well I have it in front of me so I will just make a 
statement on the record that it has been. 

A All vight. 

Q Now I note looking at page 170, this account being 
entitled, “Hammond October 1969 Account Advertising Milk", thay 
you have taken from the year-to-date column 2 Stems 

entitled "Directory Advertising and Sevepeces par Magazine,* - 
which are $43.05 and A respectively for the year to 
date, and total $85.20. : | , 

You have taken this figure and rounded it off to a $9 
per xonth expenditure for these two categories of advertising, 
is that correct, sir? 

A That is right. 

Q And you have then added that to your previous total 
cost per month to arrive at your calculated total advertising 
per month for the Hammond market of $376, is that correct 
sir? 


Yes. 


And that is the figure then whica you take over to 
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page 125? 
A Correct. -_ ues ene 
0 : “Now, siz, before we leave page 168 assuming for the op 


momeat that your ealevlation is hecessary to estimate 
prodiction expenses, you have seed 2 vate of 19 percent. 

How, where did you obtain this percentage figure? 

A General experience. That would be quite low for 
television. Kt would be a little high for newspaper. But we 
think of that as a conservative figure and used 19 percent. 


So this is an estimate. Is it based on any records? 


Not in this case no. 


Is it based on some records? 


> OD PY 0 


Well our general experience in working in the 


marketing field. 


Hasthet experience been reduced to riting, sir? 
No. Because it varies from -- well it just varies. 


Does it vary from area to area? 


Fr BD PF 


Well, yes, it cen vary from area to area. Oh, excuse 


me. Wait a minvte. 


On production expense. Well, it will not vary by 
area as auch as it will by on Oe of the advertising, 
whether it be television or newspaper. 

om Q Would it vary in accordance with ‘the type of presenta- 
| tion tay on television as to whether or not it was a few 
seconds spot or a long advertisement on prime time? Would 
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this cause a variation? 


A Yes. If that is an error it.is an error on the low. - 


mw es fess . 


sins see hc eh es a a 

Q This is youre eptetes. 

A Yes. . 

Q And this entire 19 percent figure is just a judgment 
figure errived at by yourself, is that it? : 

A Well not just by myself. Drawing upen the firals 
general experience. i don't mean I asked everybody in we 
Case & Co. but it is not just my experience. 

Q To your knowledge this general experience has never 
been reduced to writing. No writing is to support this. 
Co ts es tem of 19 percent I don't think has been. 
reduced to writing but figures which cnbennent + the 

19 percent I am sure have been reduced to uriting. 

Q But you did not consult them in snetutes at this 19 
percent. 

A I think I consulted people rather then Cocuments. 

Q So this was sort of consensus of judgment then among 
you <nd your conferees at Case & Co.? 

A Yes. 

Q Now, sir, I was going to retuzn to pege 125 but I see 
you have made the sem: calculation of the edvertising expendi- 
ture per point on pags 169, have you not sir? 

A The questioa dossn't have any meaning to me, Mr. Mathi 


~ 
“ . 
ne ae 


Be 
<a SSSA SERA AOTANORS STURT SEPP LUEED MAREN ae eAR'Ge alee © Oxahte Winn ages auemindeaineengeepaaamneee 
2 eg ag AR aE" IY AND: AMMEN OMNI I Sete en eUENTE S 


—_ 


4 
: 
" 
j 
40 | 
| 

a4 } 


Ae ee I 


4 
teat 
= Samana cee 


Testimony of Robert G. Havemeyer 
“9962 estimony 


Q Well let's go back <o 125. 
A AML right. | - = 
Q You have | taken the $076 and you are ° epplying ¢ that 


616,510 padntes is that comely. sir? 
A Yes, although by telephone the other day we changed 
those figuras. 
Q Well what are ame figures now, sir? 
681,610 should be 586,745. 
what other changes are made then in the figures 

above it? | 
A The figure immediately above it 340,7%4 should read 
372,609. 

The figure to the left of that which now oaiiie $7591 ~ 
should be 129,456. Those are the unin, 
Q So what you have done here, sir, is take the sales on 
the Hemmond routes wholesale and retail according to Four 
calculations and subtracted out the A&P sales and the sales 
to the Canteen, is that correct, sir? 

Yes, the A&P private label sales. 

Yes. That is the 243,153 figure, is thet vight? 

Yes. 

fnd the vending machine or canteen eules is repre- 
sented by the 122,856 points, is that correct, sir? 
A Yes. 


Now, those points sold through the vending mac :ines 
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are Borden label products: are they not, sir? 


A Yes. 
Q Now you have suitracted those two items which the A&P 
private label points and the vending machine points which 
total 372,609 from the you represent to be 
the total sales on wholesale and retail voutes in the 
Hammond area to arrive at the $86,745 figure, is that cor= 
rect, sir? : 
A Yes. I would like ¢o modify your last sentence. ite . 
is the sales on those routes which would be sensitive to ad- 
vertising. That is why the word sensitive is there. 
In other vords, the volume sold to the canteen vending nao 
Once that arrangement has been made with RA or who- 
ever the company might be of that nature, that is the con- 
nercial nature of that type of business is very much a price 
basis assuming adequate service by the supplier, and so 
ence that ees has been made and the Borden label 
Products are put in the canteen verding machines the people 
at that. location who put their money in the vending machine. 
They buy what ie in that vending machinery so those 
points are not sensitive to advertising. 
2 Of course once a. store selects Borden as its sole 
supp?ier and takes a Borden label, if a customer chooses to 
deal with that store he has no choice but to buy Borden 
Labs). wilk, is that correct? 
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A Yes, but thete is a difference here. Ones you are in 
a large factory, such as we indicated with ARA down ia the 
steel wills, while theoretically it is possible for 
the worker in the steul was. to go outside the wentcenes* yard, 
I think you have appreciation of how big trat steel milk will 
be, to go to some other Store to buy some cther label, it is 
not itkely that he is going to do that. 
| On the other hand, the Sonsek Se. if by chance she doesn’ 

care for Borden label, can go ao the next block to buy 
énother label product at another store or, as is frequently 
the case, the stores which carry oe labels, Borden and 
othe>, to pick up the other label. 

So there is much more freedom of choice to the house- 
wife who is shopping as compared to the steel worker going 
to a vending machine. 
Q But the milk in the vending antins served by Borden 
is hentes label milk, is that correct sir? 
A Yes. 
Q Genewakty eeedtiius there ts a label cn milk in a vending 
machine, is there not sir? 
A Yes. 
Q Whether it be Burdea or whoever else aight be serving 
it, there is a label? : 
A Yes. 


Q So after arriviig at this $08", 71:5 figure, you have 


Testimony of Robert G, Havemeyer 8866 


2965 


divided that into tm. * 76 to arrive at the -0015, is that 

correct six? _ 

A Yes. a 

Q And I take it that the change in thie total number of 

points fron 600--scme~<housand down to §86,000 is the dif- 

ference between the original 0014 and the figure you now use 

of C015, is that correct, sir? : 

A Yes. . } 
MR. MATHIAS: Maybe this would be an appropriate 

time for a break sir. , 

| _ JUDGE HINKES: Yes, let's take afew minutes now. 


(Brief Recess was Taken.) 


JUDGE HINKES: You may continue, Mr. Mathias. 
By Me. Mathias: 


Q Mr. Havemeyer, now ‘turning to page 10 of Exhibit 185, 
I see that in the case of the Tittle store Sn Yeteaiates 
you have made a separate calculation of the Borden label 
advestising expense and in this case I believe that that cal- 
culaticn we on page 169, is that correct, sir? 
A Yes it is. . 
Q And turning to page 169 I see that ycu have listed 
this calewlation unde Porter County, Indiana, is that cor~ 
rect, sir? : 

Yes. 


4nd I take it Valparaiso is in Porter County? 
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Yes. 

And you have taken the total saeiatdes of Porter 
County 37,0900 and comevted that to be 1.25 percent of the 
Chicage SCA, is that correct sir? 
A Yes. 
Q nd in thet manr.ee you have arrived at an annval ex- . 
penditure for Porter County of $1428? 
A Sees eS 
Q Ana taking one-tenth of that representing the month 
of October, you have cxrvived at the $119 figure, is. that 
correct sir? 
A »~ Yes. 
Q _ And in the next column you have again applied your 19- 
percent figure for estimeted production expense and added 
that to the $119, is that correct, sir? 
A Yes. | 
Q And you come up with a total cost per month of $142? 
A Yes. : , 
Q Up to that point? 
A Yes. 
Q Now in the next column in Porter County you have 
listed the directory and miscellaneous advertising for item 
29, sou have listed $135. 

In this case yor have an asterisck stating "See item 20, 


line 32". iow, item 20 in ‘pagd 131 of Exhibit 185, is it 
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not six? 2 70 7 
Yes, I think it is also page 178 just behind us. 
Referving to either 171 or 178 W30 would find what you 

have referred to in this footnote as iten 20, and that 
particular document has also been introduced in evidence 
in this aitees as A&P Exhibit 81, is that not esewect, sir? 
i ee, | 
Q Now, I see on the year-to-date portion of page 131, 
the lower half, on the line entitled "Advertising," there 
is a figure of $1,348. Is this the source of the $135 
appearing in this next-to-last column? 
A . Yes, it is. 
-* 
Q Now, sir, do you know fron your own knowledge that 
this $1348 figure appearing on page 131 is not Bordens own 
allocation of the media advertising to this particular ac- 
count? 
A I would doubt that. 
Q On what basis, sir? 
A That iacdia advertising was -- excuse me just a minute. 
On page 171 was $118,000 and as you had noted before, 
that page 171 was not a part or did not appear as a regular 
accounting yvecord. 
Furthermore, media advertising is much more likaly in 


almost -- woll, I am quite sure it would be placed at a 


national headquarters such as our dairy division heedquarters, j 


Pag = 
neem Sag 
Se 


ete 6 Pe ge ee B+ er 
OO Fe A ens 


~e 


? 
os oes ae 
COA A A NE NE OS SOT 


, 8869 
Testimony of Robert G. Havemeyer 
2968 


a 
be it at Columbus or New York, and in addition you will notice 
that at least they have in some of these other accounting 
statements , like page 170 and others, in the case of 
Hammond specified dircctory or local advertising or lecal 
newspaper and magazine advertising. 

So these are two or three reasons for saying that 
that would not bewhat you would question. 
Q Well sir, wasn't it a question of a practice of Borden 
to charge off their national and regional advertising to~- : 
various accounts during the course of the year and then any 
funds that were left over at the end of the year to charge 
can back to those accounts as a evedit? 
A Charged back es a credit. 
Q Isn't there usually in the Borden hoseankbie Records 
a credit return to the various accounts in the month of 
Deceuber on the advertising account? 
A In saying that you would have to be specific as to 
time. By tize T mean year because as I think you recall 
from earlier discussions, not just in this exhibit but 
in general discussion the Bordon Company changed its 
accounting system fro: '65 to ‘66 to ‘63, so there were 
at least those changes. So when you question ne atiout: 
that and if we get into detail on it I may have to refer 


to othex records, but in general I would sey you hwould: 


have te be more specific as to the year you refer to herein 
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you talk about that point. 


Do you know fron your own knowledge whether or not 
etising expenditcres appearing on tts Vanties: 
accounts indieting thet which appears on page 181 and also 
the other Hammond accounts entitled milk regular, trailer 
euns, end total milk, are not allocations to these various 
accounts in connection with national and regional media ad- 


vertising? 


A Well, let me give you another reference which I think 


may help clear this Up. 
Q Do you know from your own knowledge the answer to 
that particular question first? 
A I think s0 by this next reference. 
Q What is the reference sir? 
A Just a minute please. 
Turn to page 172 which hes as its general heading, 
total milk Chicago region, December 1969, so this is 12 
months and on the year-to-date section which is the lower 
half on line 32 where it Says advertising, you find $25,884. 
Now that is about one~fifth of the amount shown on 
age 171 as the media advertising and page 171 clearly 
states that this is media advertising for Chicago-Rockford and: 
Sout: Bend which is generally the Chicago region. 
So you have got $118,000,128,728 identified on page 171 


as 1:69 Chicago expencitures, Chicago, Rockford and South 
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Bend, and you come over to page 172 which says total milk 
Chicago region, and you have only $25,88% for advertising, 
so the Chicago media advertising is not in that 625,000. 
Q That depends six, on what area is covered by page 172 
would that not be true, sir? 
A Yes, but it doe: say Chicago region. It doesn't just 
say on individual branch, end ontihien general discussion on 
the question of areas I think would identify the Chicago 
region as being beyont just the Chicago limits. 
Q Referring to page 170, sir, which is a record for the 
Hemmond venton: fox October 19689 entitled "Advertising, Miike 
there 76 a total figure appearing on that sheet of approxi- 
mately $7,967, is that not correct, sir? 
A” Yes. : 

MR. FALLS: What page? 

MR. MATHI‘S: Page 170. 
By Me. Mathias: 
Q And if you go to the page entitled "Total milk", the 
accounting record which has been introduced in evidence 
as Exhibit 83, which <ppears at page 133 of Exhibit 185, 
that sane number appecrs on the advertising expenditures does 
it aot sir? 
A The $7,876 yes «lt appears there.’ . 
Q And cn page 170 where this account is analyzed only 


$85.20 involves what can be termed local advertising, is 
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that not correct sir? 
A. Right. oe 
Q- Ana the bulk of that Aocount is marked transfer from 
suspense end transfer from other points, ig that not 
corract, six? 
A _ Yes. 
Q So that apparently the bulk of that expenditure of 
$7,857 is something other than local directory and newspaper’ 
advetising is that not correct, sir? 
A Yes. I was unable to identify the specifics of those 
teansfers to suspense transfers fron suspense and transfers 
fron other points on page 170. 

I was tempted to include that data which would have 


raised the cost even more but I could not identity it and I 
did not use St. : , 

Q ‘Yet you have included it in the Valparaiso area in the 
Porter County area. . 

A Well, just the local, directory sduuethoiee. 

Q Where have you included the local directory 
advertising? You have taken the total amount which has been 
tranuterred from page 170 to page 131 which is 1$1,348. That 
"ould correspond to the total advertising expenditure shown 
on pige 132 of $7,867. That is a portion of that expenditure. 


A Yes. 


Q So thet that gocs beyond the directory and newspaper 
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and magazine advertising and is primarily involved with this 

anount thet has been transferred from minnbethiet and from , 

ovches points, ‘is that ia correct, sin? : a : 

A ‘Yes; bot then if ¥ hdd done that I should have had 

to do that in the case of non Velparaiso wees the Lake 

County, Indiana, area. 

Q What I am saying, six, is that this 135 is not directory 
ll and local advertising expenditures. ae ' 

A That is right. 

Q And you do not know from your own knowledge just what 

that figure does represent do you sir?! - 

A No, I do note — 

Q So this in any event, sir, after having combined the 

‘cotal for media advertising of the ovteback =nouniv you ap- 

portioned to Porter County plus the 19 percent in arriving 

at a subtotal of $142 you have added this $135 figure to 

arrive at a total expenditure of $272, is tht correct, sir? 

A Yes. : 

Q And then helow on page 169 you have taken the point 

voiune sheoim for dairy dtoteisictan accounts on page <-- 


A 131 I believe. 
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Q -- 132. of 510,221 and subtracted out the volume for 
the \6P Valparaiso private label, is that correct, sir? 


Yes. 


A . 
Q And avrived at >. total number of points which you 
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termed to be advertising sensitive points of "88,269, is 
that correct, sir? - 
A Yes. | 
Q And I take it you have divided $272 by that figure to 
arrive at what you have termed the Borden label advertising 
expense of .0006, is «that correct, sir? : 
A Yes. Excuse me. I am not certain that the copy that 
the Judge has in front of him reflects that minor change. 
We talked about it on the telephone. 

On page igh sir where there is a figure of 23,100 
Pe de) Valparaiso private label that has been 
chanzed to 21,942. 

And the following figure of 487,211 should be '%88269. 
It ‘has no effect on the final answer. 

JUDGE HINKES: Thank you. 

By Me. Mathias: 
Q Now, aie: I note one other change you made on the tctal 
media advertising in the lower half of this page you wig «lly 
had a numbe: of 118,723. This has been changed to$11:,258 
has it not, sir? 
A Oh, that is rigit. That was strictly a mistype. In the 
caleilation:: which follow on the lower half of the page 
the correct figure of 118,258 was used.. < 
Q Kow sir, in conr-ection with this volwae A&P Valparaiso 
private label] 21,942, I note by an asterisk that you have 
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Placed next to this number this includes mora of the 


Valparaiso A&P store docs it not, sir? _ 
A Ho, ak Goes not. ‘The reason -- 


Q What is the meaning of the .footnote? 


hd 


The 21,942 is tivo and a half times the two week 


volume of this one store. The note means that there was 
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indication from other sources that ‘there were three A&P 
stores in Porter County. 
We did not have volume informaation on those other 


stores but if we had subtracted instead of 21,942 if we 
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had subtracted three times 2,942 the figure of 488,269 would : 
" become &44,385 and we would still end up with .0006. 

Q Well, Mr. Marquardt only cnet ene 000 nie te 

Porter County, did he not sir? 

A Yes. 

Q And do you know from your own knowledge whether or not. 

the other stores in Porter County were served by Borden 

routes or by vntmet 

A Well I think the answer to thet is scmewhat unimpor- 

tant since we are talicing about advertising. 

Q Well you one allocating them to a certain number of 

points. If they were not included within those points 

to begin with, they could hardly be subtracted, could they, 

sir? 


A Oh; I see your voint. 
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Q Assuiaing for the moment that the A&P Valparaiso points 
were ineluded in here -~- and Complaint Counsel might have 
seme arguuent with you on that -- if these other two stores © 
in Porter County were not served by vendor, well they couldn't 
possibly be in that figure, is that right, sir? 
A You ave right. 
Q So you arrived then at a figure of .0006 which you 
have trensferred to page 10 of Exhibit 185 under the Joe uf 
Tittle and Son store, ‘is thet correct, sir? 
A Yes. 
Q Now, returning to page 3 of Exhibit 185 I see the 
next item under your marketing cost elements is entitled 
"Rorden Label Merchandising Expense." | 
A Excuse me just a minute. I would like to get ny 
papers straight. 

Yes, sir. 
Q And according to my information we would go to pages 
125 and 142 to find your calculations of that item, is that 
not correct, sir? 


A Yes. 


Q 4nd this is in Exhibit 18587 
A Yes. 


Q Now, sir, looking at page 125, first I see a line 
entitled "“m2rchandising" and then Equipment and service", 
and under the column ontitled “Normal amount, October 1969” 
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you have en expenditure of what 2ppears to be $788.3%, is 
that corvect, sir? 

A Yes. : a 
Q énd I take it that that is ‘derived fron page 142, is 


that correct, sir? 


t “ 
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A Yes. 


Q And now, going to page 142 the las column thereon-is 
& 
entitled merchandising support, and shows two figures: The 


first is $43.73 and she second is -- 


i 
t 
‘ 


Seventy~nine cents. 

Seventy-nine cents? 

Yes. 

And the second is $724.55, is that correct, sir? 

Yes. 

And these total the $788.3% which you have transferred 
to page 125. 


A Yes. 


$3.79 
Q Now, sir, these two figures the 4@-cent figure and the 
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$744 figure, that was taken frem page 14% those two figures 
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sere taken from 1th of Exhibit 185 were they not sir? 
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A Yes. 


* fae 
: : 
é 

2 Si neB at 


Q Ard that page hes also been introduced inte evidence 
as 26P Exhibit 86, is that correct, sir? 
4A Yes. 


Aad entitled location Hammond, month October 1963, 
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account delivery milk wholesale, is that correct, six? 


A f cannot read the title, okay I accept it. 


Q Well that is the way it is on page 86. 


A I accept it. 
Q Now, this $43.79 figure, where do we find it on page 
1828 sir and what does it represent? 
iA Well first it's aa average of a 10 neath figure of 
$837.94 for sub-accowrt 122 repairs to caninets. | 

And on page 184% you will find under the column this 
year to date on sub-account 122 the figure of $437.94, 
Q 4nd that line is as you stated entitled, "Repaire- 
Cabinets." 
A Yes. : 
Q Now the next item $7"8.55 sir, that is also taken fron 
page 18%, is it not, sir? 
A Yes. 
Q Now sir, in the clearer copy in the record Exhibit 
A&P 862 entitled "Rent, Leased Cab ana Comp. Is it not, sir? 
A Yes. Leased can2inet end compressor. 
Q Now, sir, you hve applied both of these figures as 
merchandiziag expense. in dealing with the various cus tomers 
whose nemes appear in pages 3 through $ of ASP proposed 
Exnibit 1€5, is that not correct sir? 
A Yes. 


Q Now sir, in the case of this 7ah figure, that appears 
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‘lone uniformly even in those cases because ‘the same procedure 
zas used. It is just that the final number for Mr. Pergler 
as compaved to Wileo Feeds might be a little different because 
the number of points per case or points per delivery would be 
different but uniform. 
Q But in the case of product waste branch selling expense 
Borden label advertising, Borden label merchandising expense, 
“he volume purchased by each of the individual customers has 
20% played any part in your calculation; is that not correct, 
31n? | 

That is right. 
Q Now , sir, in the case of the Tittle Varparaiso store : 
ote on page 10 that there was no merchandising expense 
calculated for that account; is that correct, sir? 
4 That is right. 
Q Now, sic, it would appear that of the various ancien 
cost element costs we have discussed up toa this nates the 
#$P stores were only charged with costs in the case of three 
alenents, truck loading, physical delivery and beanch clerical 


cost; is that correct, sir? 


é. That is right. 


= 


“Now, in the case of each of these clenents under the 
/SP psivate label the costs computed there are for the private 
cabel onJy; is that not correct, sir? 


= 


é. Yes. 
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2 And in each case’ the cost which you have computed there 
Are Everage costs for the 19 agp stores on these tuo routes; 
is that not correct, sir? oo. 

a Yes, three routes, 


Three routes. That would be On pages 3 through 9 of 


4“) Right. 
() Now, sic, I seq that the next step in your calculation is 


“the cumming of azch of the cost Clenents abcve, and in the 


CASS OF ASP on the one hand and the other customers on the 
~ : : : 


ae 


ee oy ; : 
“Cher hand,to arrive ac a subtotal of Marketing cost elenents 


Ser ezch; is that correst, gin? 


» 


A Yes ° 


9) Again, in the case of A&P this sould vepresent an average 


eest of serving the 13 stoves; is that corrcet, sir? 


, { A Yes. 


it Now, the NEXT Step on Page ~~. 
JUDGE HINKES: What should those Figures be in viey 


= 


Cx 


ths vevisions? The subtotals? 
Ti: WIIWESS: fo have not vepointed this out with 
‘11 thogce coxpestions, sir, but wa will do that. 
JUDGE HINKEs: I sce, Very well. 
ry Me. Mathias: 
So, in the case of ASP subtotal and the subtotal of the 


OM Page 3 through 9 at least there will be 


eeeaseeseeeeliicnaeees ce 
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ehanges in that subtotal; is that correct? 
A Yes. We are in tne process of doing that. 
Q ifow, caturning to page 3 for the moment, which is the 
calevlation for Buvger 's Food Market and A&P, the next step 
you Fave taken is to caleulate out a percentage for general 
selling and administrative expense of 5.33 percent. 

3 r understand that these calculations can be found on 
pages 125 and 173 of E:chibit 185; is that correct, sir? 
A Yes. 
1) Siv, going to page 252 first, you merely have a notation, 
digteibute administration and HO overhead -- I take it that 
is home office, is it, sir? 
A Yes, i 
Q And then in the anount of $3,780, and then a pert 


percent of all other marketing costs, and over in the extreme 


pight-hand corner at the bottom is the figure 5.33 percent 5 


iow, the calculation of that, I take it, was made on page 


Yes. 
“upning to peuge 173 you have included in this calculation 
“he nunber of items on e year-to-date basis. These fi 


“ppesv to be peimavrily taken from page 17%; is that cerscct, 


r dy? ate 
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A Yes. ox . 
Q Which has also bean introduced in evidence in this 
matter as ASP Exhibit 802 
A Yes. 
Q Now, the fiest item of expense you have Listed ig 
} odvertisine and that i3 taken from line 32 on page 1.74; is 
| shat not correct, sir? 
Yes. 

And that is the $6,519. eae. 

The next iten of expense is taken fron line 33 of the 
JENG, page which is entitled "Credit and Coli.ection," and the 


" Year-to-cate figure is $19,281. 


-~ a Yes. 


Q And if we go down through selling and delivery the 


2 Meee r: 2 


“igures appearing on page 173 appear on page 178 at lines 3% 
and 38; is thac correct, sir? 

A rvect. 

Q ‘hen you have taken a subtotal of this émount in ‘the 
omount of $692,724; is that correct, sir? 


A Yes s 


all of these expenéitures that you have listed, 


ising oredit and collection, selling end delivery, from 
age 7% apply te beth retail and wholesale routes; is this 


not coppcct:, sir? 


Testimony of Robert G. Havemeyer 

Now, the next ite.» of expenditure which you have included 
is aévertising per iten 29 medium only 10/12ths. 

How, I take it that this is us same calculation of media 
~dvextsising that you made previously on page 169; is that . 
aorrect, sir?’ 


x Yes 7 


? So that the $8,935 ttat appoars here is the Say}? that 
46th Gs, 


2ppeers in column, in the fourth column, the upper half of | 
2uze 169, that is under Lake County, Indiana area? 
A Right. 
Q Total distributed on population? 
A Right. : 
? And you have taken 10/12ths of that ‘representing the year=- 
‘to-dete and you have calculated that to be $7 SHG 3 P that 
w2orrect, sir? 
A Yes. 
q Yhen you have add2d on again your estinated peaduction 
azpase of 19 percent; is that correct, sic? 
i ~=—s Cormect.” 
4nd this is in keaping with the sane logic as your 
aalevlatione on page 169, is that correct, siw, a8 to tha’ 
Applivability of the 19 percent? . 
A Yes. 2 ’ oe ee 

. 3 And you have calculated that to be $1,,525 and arrived at 


: 
motes cubtotal of $8,667; is chat correct, sir?. 


She 
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A Coerect. 
7 And you have addcd that sin to tha subtotal above to 


weive at hat you teraed total inarketing eee ise Sieept 


Listeiet adsinistration ard overhead hane office, ani that 


total is $761,591? 
3A Yes. 


2 Then going back to page 174% you have taken two figures 
“eon Lines 40 and 42 of that page which you have entitled 


Distwiet Adninistretive Expense 


ard Overhead Expense Home 


Wifica,” is that correst, sir? 
a Correct. 
q And those total on pege 173 $37,090-and-some which you have 


‘Shen divided by the 761,090 figure to arriva at a percentage 


vf 5.33 percents is that correct, sir? 
An That is correct. 

THS WITKESS: Your Honor, Let me suggest a change 
“RB tha Judge's copy. ‘“here is a mistyne at the bottom of 


“his pege. ‘This figure should be 701,591. The calculation 


Ts covrect. t is just a mistype on the number. 


hat 
: om 8 ‘ 


All visht, siv, then going back to pasos 3 timeugh 9, you 


iave ised this 5.33 pexsccat to determine the general selling 


v é ; ya : a4 Ps 
ev) f 
At aR OE NE ON ON a mS EN Ge at EN 
— 


eg NT Gn Re NRE Renee ee» nae 


end aiminictvative exvence for ASP fox each of these other 


custenrcers Lyvelvad on “hese Fages by taking 5.33 percent of 


whe subtote1 of oxpenses on cach of these columns; ic that 


So ty 
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A3—' zserrcat, sir? 2 

A 7 Yes. 

Q Now, this will asain nave to be changed on pages 3 
theeuth 9 to reflect chenges in the above figures; is that 
not correct, sir? 


-4 ‘tes. 


AQ 


Now, in the case of Valvaraiso you arrived at a different 


oevccntage figure, that is in the ease of page 10 of Exhibit 


* 
. 
Ciwtdicamandtnadkeadkedie ee ee 


— 
eam Ae ORNS ta 


1@5; is that not ccerrcet, six? 


A Correct. 


WR. §.sHIAS: Your Honor, I see it is now noon. 
Jaybe,we should teke our luncheon brezk now. oF 
JUDGE -HINKES: Very wells, We can be tnt, Can 
retuen at 1:30? 
MR. FALLS: Can we make it 15 minutes lataec than 


‘shat, Your Honor? 


Ee ee 
a 
ont 


JUDGE HINYES: Sure. 1:45, we will vecune at 


| 
| 
| 
. 
| 
| 
3 | 
= 


Whercupon, at 12 Noon, the hearing tas recessed, 


; 30 S€convene at 1:45 p.m. >» the sane day.) 
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Ai TERNOON SESSION 


| 1:85 pam, 
‘(JUDGE HENKES: ae you ee ready wa can now go on he 
~ezord tip, Methias. | | : : 
MR. MATH?SS: YT am now prepercd to go forrard, Your 
Aonor. . | 
ROBERT G. HAVEMEYER, the witness on the stand at 
“ine of vecess,y resumed the stand and testified further as 
Jollows: 
VOIR DIRE (continued) 
iy Me. Mathias: 
4 Me, Haveneyer, at the close oe this morning's session 
te hed discussed the manner in which you had computed the general 
ovechoad and district adninistrative expense for the customers 
in thse Henmond azea, for A&P stores and for those stores named 
peses 3 through 9 67 Exhibit 18S, and we were about to. 
determining how you had arrived at a cisilap calculation 
Valparaiso stoves, the ASP and Tittle store in 


Now, £ aote that on page 19 of Exhibit iss that you have 


OTS A DY TOOL 83 ATARI tt 
ORLEANS AAT GONE | LS COLL Cet RA LS EAL AN NT Mean. am wife a irete 

° - 4 gp OO MANET OY ESTE oe i 

‘coin eMC 

Se ee ee eee eee 


j 
: 
j 
| 
: 
| 
. 
| 
| 
: 


caleulated the perce 


mae + 


wees 


¢.93 cereent and T indoestend that you made the calculations 
onéeriving this figure on pASe 1.77 of Exhidit 185 and that the 


Tata you heed is that appearing peimarily on page 131, the 


. he 
Oe ° 
oo OF ANEMONE enw ome om 
. 
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vertioular dolle: — you have used in page 177; is that 


Correct , sir? 


“2 


Yes. I think you will - Ftnd it alse on page 178. 


in othee words, 151 and 173 are the sane? 

Yes, they should te. 

478 is almost. unreadable. That ic why I didn't use it. 
hat 132 and 178 also ccrpespond, do they not, sir, to A&P 
Tehibit 81? 

Yes. 

ow, looking at page 177 where you make your caleulation 
= see you have tio sotunaci First of all, "Yoar~-to-Date,* 
and hipeeiien ber Moath"™, that appear in a ‘caleulation of 
your percentage figure, you have only used the year-to-date 


is that correct, siz? 


So. concentrating oa that hein the first volune is 
sales volume Chicago metr opol ften area, media advertising 
; und pooduction expense. 

_, %, 1. seé@ you have got two things running together here, - 
don't I? “ne fiest itaen is sales volume and that is taken 
pe pege 173, the top lina, sales volume ycar-to-dete; is 
that corvest, sir? 

f Yes, it is. 
) 5,562,512 pofnats? 


A Yes. As a matter of fact, though, that number is not 
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used in any of the calculations below. 

Q The next item appearing is the Chicago metropolitan 
wea media advertising and production expente. Now, this 

ts ae was praviously calculated on another Page we have 
veterved to. 

a 169. 

n so00 169, and in that vegard you have merely taken the 
year-to-date Figure which is $1,428, you have taken 10/12ths 
of that plus is percent which you calculate to be the estinated 
woduecion expense and arvived at the total Figure of $1,818; 
is that convect 4 sir? : 


ray Yes. aoe 


) In other words » this should be approximately 10 times the 


wMOUNt appearing in celunn "Total cost per Nonth™ on pege 

469 in the caleulation of what you would term dairy broker 
Yalpavaiso in-the third colunn ‘of those calculations; is that 

, eercect, sir? 

ri Yes. The 10 is coincidental. The 10 happens to cone 

ip because it is 10/12ths of 1.19. 

D Correct. * 

How, che init itea that you have inelvced is “falvertising* 
and that has been’ taken from line 32 on page 178 of Exhibit 
"48S; is that correct, six? 

a! That is right. 


0 The nztt line “Crsdic and Collection" is also taken from 
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page 178, line 33; is that — sir? 
: A Yes. 


Q And the final figure appearing on this calculation is 
"Delivery," and that is taken fron line 35 on page 172; is. 
that comoct, sir? 


A Yes ° 


Q Now, I note that there seens to be one major difference 
elite vour caleulat tion here and your ee for ™_™ 


Ramo nd customers on page 173 where there was another clenent 


included, and that was sel ahs end looking at page 178 it 


aout: appere that that has been omitted in this case because 


~ 


. + 
there is no selling expense Listed to that account on 


aithey a monchly or year-to-date basis on that page; is that 
1 
26fyrcet, sir? 


; hat is correct, 


Q So that you have added these four items, the media 


‘sees 


ors Sing, the adverti sing, <he credit and collection and 
leliveny to arrive et a abtotal of 218 2537; is that ‘corvect , 


3iLe? 


A Yes. 


2 And except for tha media aévertising all of those figures 


were taken directly fran page 178? 

A —- Right. 

2 Now, you have then taken fron pege 178 the figme shown 
m lines 40 and 43 of that page which are entitled, “Digtrict 


. 
Is ares ng 


Plann orennnentn anand mareny- np art — sag 


aes fej . * 
Raphousannadamamanecapiaenteemaerm ae 


Sor San AcE Cont 8 Oa mene R= ee =| 


| 


o 
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2dcinisirative Expense” and “Overhesd, Hone Office," and they 
total $19,522. 

h Yes. fou - Rt ; 

@ which you have div ided by the totul cxpenseg you 
calealated above to ar-ive at the 9.92 percent figure; is that 
“oTrre:t, siv? 


2 Yes. 


¢: fed you have then taken this over to pege 10 in Exhibit 
a“ 


305 ard used it to calculate what you deternined to be the 


Cenaval cvexnead and district administrative oxpenne by multi- 


ylying the total of ali of the expense elenents above by this 


*.83 percent in each sen is that correct, pres 


£. Yes. Sefore wa leave page 177, pevhaps we should read 


“Yute the pecerd a minor change that we hed on the télephone 


~~. 
Le 


‘che other day. 
G All right. 
£, On the line wheve tha 8.93 percent appears, $19,512 is 
cividcd by 218,537. Acain that was a aistype. . ‘the correat’ 
figure: was actually used in the calculation. 218,537. 
CG Xow, siv, you have efded your cenputed geneval overhead 
‘% distriet edainisiretive oxpenee to the previous eubtotal 
9 aveive at what you have termed "Pctal Maxvketing Cost" in 


“seh instance on pages 3 through 10 cf Exhibit 185; is that 


aeervect, ain? 


iA les. 


«As tin 


ae 
+ tt CLS Otte, ttn tthe el ett Da: et 8 
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(we 
‘to the qicstion of adnicsibility in some way. 


Thore ave also cone suppleuentary exhibits whieh 
pevheps should be considered at the sane tine as tho ones 
already offered. 

What we have done, I had indicated in my redirect, 
Penenber, with respect to the first two sets of exhibits, - 

“He proficabiliiy study and the O'Hare route study, that we had 
sone investizations in process or some exhibits in process 
‘hich I was not able to go ahead with at tha time I did ny 
vediract on those othe: exhibits. 

What I nrould like to do ‘now insofer as postthas is : 
“oO pick up all of thoce threads so that we can now complete 
the vedirect on all of these sevies of exhibits. That is wit 
would 1ike to go ahead with, if it is all right with you. 

GUDGE HINKES: Very well. 

?iR. FALLS: I say some of these things relate to the 
aarlier sets of exhibits. Some of them cut across the whole 
series of exhibits. 

So, ve will my to do it in as orderly a way ac we 
nan but thera jay be some jumping avound. 

ROCKER . REDEREC’ EXAMTHAYION resumed) 
dy Me. Faliss 
Q First of all, let me ask you, Hr. Havoneyer, whether 
dinze lest wack you have made some further investigzetions of 


‘ the files cf Cace € Coupeny to sce whether anything clse could 
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be found relating to th: time standacd information, that is, 
any ovhar dcesutentation velating to the time stanlard infor- 
mrtion weFleated in AC? Exhibit 1832 
A Yes. “Last Wednes lay we had a need to find scm papers 
and we tcok thet opportunity then to go through every single 
sheet in our file and in the ccurse of thet, although we were 
not Janene for it, but in the course of thet we uncovered 
feu cdditicnal sheets of information which relate to the sub- 

3 ject of tine standards. 
MR. FALLS: I would like tc mark the noxt A&P 


Exhibit 197, 2 document consisting of six sheets. They are 


-~ 


ail stapled together.. the First sheet is titled, “Store 


‘Delivery Standards for Elston Based on 1949 Tine Studies." 


7 ry 


HR. MATHIAS: 2 wonder, Your Honcoy, if <he document 


© canin ance eon atin ae Attiten Mines. teem tte em 


ean te marked with the letter pages? We ara having a very 
Peat deal of trouble with ow documents and the rules 
require that ell exhibits be pag inated with the number of 
exhibit plus & letter, so I believe it would be helpful’ if we 
“ gtarted peoceeding in that manner. . | 
no . SUDGE HUNKES: We will maxi, the cover page, which is 
“a4 table and ve will call chat 197-A. 
The second prge that I have here, I am not sure that 
“ ean vead tne First word of the capiton, Is it "Jeeton"? 


TH? WITWESS: Elston. 


SUIGE HINKES: “Elston Division Delive:y Standards." 
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That wilk be B. 

the third poze is just a partial page and it is 
wmbeved 2. That will be C. 

The fourth page is a hand mitten iia entitled, 


"1949 Time Study Observations Position in 1949." That will be 
dD. 


The filth paze, a page a tebulatiions entitled, 


Division Elston, 15%9 Route Studies." Page one of two is E, 


and page 2 is F. 


(The documents referred to uere marked Respondent 
RAKE ASP Exiibits 197-A tlreough F inalusive, for Mentification. 
Sy iz. Faliss 
Q Me. Hevenevar, you nave a copy of 197~-A through F. Could 
you indicate what that consists of and explain sheet by 
sheet what it. covers? 
A Yes. First of all, these papers do relate to the subject 
time studies which were developed in 1949. f had 
nentjon2d in carlierw testimony wpon gquesticninag by Me. Hathias 
in regard to -—- I don't know the exhibit rnuaber. Te ‘is about a 
sight--page exhibit of tine standards. | 
MWR. FALLS: AGP Exhibic 153? 
THE WITNESS: Yes. In rezard to AGP Bexibit 153. 
{ had mentioned that this had been preoarcd fren squsthine 
ghickh wan aleeady in the file when I ttarted workiny at 
iouaemn Daivy as an cavloyce of Stevenc, Jerdan and Harwison, 


amd one of ny projects tx:s concerned with the utilization of 
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‘the tiie standards ond, to repeat, f had mentioned that I did 

not develop the taklo of standards. T may have pensmanged 

1@ ard Y may have puta title on it, —n the Standarde had 

Seeatin the file when i eseived on the cceac. 

‘ASP Exhibit 197A is the handwritten, or is at Least a 

handtietiten Listing of those standerds which tad een in the 
farvived, waen I started working at Bown M32 Dairy 

in revard to these standards. | 7 

“ This lanadweiting I reeognize as being tir. Waterhouse's 


anc Mx. Watechouse is a gentlenan I mentioned as 


1 
being a consultent on site for the developnent of the 


standunee, 

By If. Fails: 

Q He. Watzehouse was eaplovyed by than? 

A By Stevens, Jordan and Harvisoa, and he was a consultant 
ard as far a3 I knew directed the project. When I say 
direeted, I mean direc:ed the details, 

Q is tir. Waterhouse now dead? 

A Ee is now dead, yss. And here js a list of ‘the standards | 
=n his hancusiting and these are the standards which now 
appear in AGP Exhibit 153. The. second page was ‘also in File 
when XY arrived at Bowman , which is now A&P Exhibit 1S7-B, and 
2% appedys to be a dratt typing of a grouping of standards 
whexehy they have bean eecapot by those which relate to the 


cdime per custenes or time per stop, which is: in the upper 


a 


* 
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portion of the page, and thon a separate grouping of those 
standards vnich relate to the time neceseary to handle accse [If 
ae oases of merchandice. _ 
That goes on to the second page of that, which is ASP 
Bxhibit 187-C. So AGP Exhibit 197-A through C are listings 
and geoupings of the individual, as we call them, elemental 
time standards, ang these ave the etandasvds which we have 
altinately used in our calculation of delivery time and 
20st in the various major ASP exhihits which we have suleteess 
ge i97-D is in ny handwriting. It is something I 
wrote back in 1955 or *SG. At least at the <ime that I was 
tin in this project. And at that tine I had wanted to 
know the positions of ‘the vavious people, the Bewnan employees 
he ectually took the time studies, because as I mentioned 
in the case of the Borden-Bowmn tial, I ws int imately 
' dnvolved in working with Me. Waterhouse'’s work sheets because 


. f had to show them to an explain then to Mr. -- well; the 


' Monewis: for the Uustice Department » which had brought suit 


: against Bowden and Eownan. 
‘So for my purposes ¥. had Listed the names of the people 
} Who took the time studies and their position in 1949 £0 that 
as this cccnomist and I would review a detailed time study .or 
vork shesot by a Bouman employee, they eculd refe> to this 

mage now identified ae 187-D, and say, Oh, yes, this was done 


by He. Miller and Me. “illey was a woute forenan in Elston in 
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199, 


The tiotd "Elston" in not in my handwriting. My handweit int: 


the word “Torest™ had tecn comvceted to "Elston," bit 


m0st of the words on hive witha ‘couple of exceptions are in 


; By handiwiting. 


[Ae we go on to 187-E and 197-F, we have a listing of 
tine stvdies which were made, the study muaber inditated in 
the first colvan, the voute mumher which was studied in the 
second col.wan, and the cate of the study in the third 


‘column. 


As ind ioated On 197-E there were 24 studics with most of 
these utudies taken in Decenber 1983, Jenuzsy ani February 
2Sh9, This is not in ny handweiting. I do not imow whose 


handwriting it is. 
Ard theve is a note at the botien saying, "These studies 
vere not used in the standards." 


Pago 197-F again is not in my handwriting except for 


“URS insertion of the individual's nomes. Those are the names 


that appear on page 197-D » and egain it shoxs the route which 
vas siudicd in the first column, tho study aunber and <he date cl. 


the study. 


With aout maybe Sour or five sxeeptions, all cf these 


studies were made in July and August 1949. There were 56 


cuch studies as noted there, and a furvner note fays that 


23 | these ctudias were uscd fore the devclopaent of stardards. 


| 


“orcecimeaestirceer ta somone ome Aaeathe nana AO fe ‘seme 
A IRC EN I Ne SR A SARITA OE ‘ato 5 


/ 
4 
7 
/ 
a 

} 
oe 
i 


’ 
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I believe the study number coding is related to 
persons. For exemple, Nv. Peterson, { think will find all 


oZ tha studies made by him have a Five as tho first digit, 


and My. Leonard No. & as the fiest digit, so this ws a way 


L 


of identifying the stuay by person, so with 612, you knew 
automatically, the first digit being 6 that Mr. Leonard had 
done it. 3 

So neve to my knowledge ig all tha information that is 
available in our Files. That is some additional information 
Svom what & had before concexning the development of the 
delivery standards for the Elston division in 1949. 

Q es And now to turn to A&P Exhibit 197-A, the f inst. page 
of A&P Exhibit 153, I delieve it is true that the ordee in 
‘which some of those neabors appeer is a little bit different 
and come of the captions are a little bit different. 

For exaaple on A€? Exhibit 153 it eays "Get order" and 
‘Delay to get order ," whereas in A&P Exhibit 197-A it eays, 
"Sell" and Dalayed sel1." 

Have you. checked the numbers appearing on those two 
sheets? 

A Yes, {£ have, and she aumbers agrae. 

) Yheve is one colwin I believe, however, that appears 
On USA that doas not eppear on A&P Exhibit 153, and that 
is the colwaa titled "“luaber of Studies." 


A Yes, that is righ‘. 
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: Da 7 . ip if 2 8... * 
we 157 sonsidesabic disouscion that as the date in thea oeizZ 
Attavns ext YD was boced upon 14 ASP BtcPet, 


Wyiet vere seleeta 


testineny on tlece youtes, and they twee stovan for 


~- 


w- although X must say ZT am 


o 


S BAVC US Coma daialls which 


~ Serenata coca mente 
ct mens cee nae 


““ othcewise vould not have had. 


New, in the beek-up work sheats whieh weve been given: 


SO cratlalnt counsel for Attachneat V-D, we have shown through 
- +4 


. 
oe Scat tnt 


‘wo: Shaet format, teietan woyk sheets, hoty the data was 


deeguead, and £ refer to thesa Bisets, and wa have also put in 
% ’ , 9 2 es . 


as cet 


*3t eolwan the data which now eerresents all of the A&P 


Tor hich wa hat any data in O'Bera. 


tHe 


in other words, waile we felt that 1% sto2zes were a good 


Se Ne 


ntetave semple of A&P, wa only hud 19 to craw 


‘Oo vathee than perhaps have an 
° ~ , » « i 2 
WAG MOUS APPlspwtate, the data in thia fiver eolwan nowt 
Peper soets the data hated upon all che ASP steres for vhich 


‘ate was avaliable in ‘the O'Here C2 » 


te % 
amici ———— 
Fina alllinty) tana dysdeananpena teed toate a ee ney eee ot 


yA 7 cheongsa a desepiption of tacee work sheets? 


MR. FALL . én think it is aceescary, 


Ae A one eae te aeoanee igen Geneomaee Se a cea ee na 


KR. MATHISS: May I agk one question? 
Did you basieally follew the cana poeo¢iure you 


tatiive in connacecion with the ovigin2zl caction V-b, only 


2) 
~ 
Soengetgeedee cient eitiedie 


‘sa 


Laas 


Testimony of Robert G. Havemeyer says 
JUDGE WENUES: OF tha rocond. 


(OLE the recoil dieansndon). 
JUDSE HINEES: On the reoexd, 
By Mo. Palle: 


Q We are pow ia AGP Exhibit 170, about hals! wey back ip the) 
* . 
hook, the sheet Fowant to refer te is a Bsreat entitled 


Infc. macion Jse@d By Cone & Coapany b> Natarzatoe Typs o£ 


Appropriate Mholosale Relivery Lecn Standaxda, 


Boreas G'Rare Branch, holegale Route Cuetomere, Maxch 1266, 


isi ahowt 4/3xds of the way back in the book and conus 
‘sigh: aftex the couple cf shests that set cut the Case & Compan 


Delivery Time Standazds. 


JORGE WXNKES: That a Rtceehnent Varrr,. 

MR. PALES: It looks like this. 

HR. MATAEAS: I have it now. 
Sy Ne. Falla: : 

Nefercing to that exhibit, Mr. Baveweyer, which has to 

Co with the classification of these cistemars es to the tyse 
cf sezvica thay recoiva, wenld you e:sslain, in a little more 
datail than ¥ think was done on elthe: direes or cross e just 
how those cusomers wore clasaified, and on the basis of what 


i:vformation? 


épprops<i:nte columa, the seurce Gostzert or Information vhich 
; 
BVEB Ud by us in datexrmining the typs of senvice, avd then 
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TS 
>) 
i> | 
&e 


i£ you move towarés the wight, under a column antitics, | 
i 
: 
. 
1 


Type of Sexwice Deaexiked, you find X nacks under the 


colu:n. Limited, ox the coluwn headed Pull Sorvice. . bss 
le<e hand sclumns indicate fron theres va Sot onr infor retion 


ard ohh eclaon X just mentiensd, hevied Pail coviee 
or Limived Soervica, indicates our cencluss OMe. Lh Che tncse oF 


the .i6P oterces, the eontract. shack ia shova tn Ce-62 inidsatoe 
g Z 


the Som: o£ Limited Sexviee chat ves to hs provided, 
' nO arecial dslivezies, easértially a crop type ef soarvizea, and 
vardeus other eubatttons which.we classifiei as Limited Serviced. ° 
Now, no such sitgle seurce docuncat wes avalleble 
fox the decision as te the type of sarvica seaxdered to tha 
comp: aint enstomers, so vo wil L.go &xm tha list, starsiag 


with Meyfair Foods. , 


Now, there was test tittony o:% a stove ovaracoxr Zar 


Mayfair Boods, an@ as we analysed that testinozy, we found 


et one 


that the serchandise was delivercd to the daizy tase, vight 


i 

i 

i 

| 

‘$0 the dairy cace. We fevnd that the Borden Exiver chatkea 
i 

the Gato of (© steck -- that moart he had to lesk at the 


wexchivdase that was remaining and find out. ££ thn rennict 


Stock thare was still within ths so-called vod date tr if it 


comes 47 meme 2, 


Ves cut of coda, he xreaovnd tha out-Cated marcandice ard 
there ware even occanions when the drivers vould rotate the 
tock gn the daizy casa. By that wa maan ha would heirs 
foxward te the font of the case the werche::dise whieh eng 


000 Test imony o: Robert Ge navemeyer: : . : : 2 5254 : = 
still within the code Gaba, tut-cicoest to falling outside. . 
of the ccde date ‘w- du other uords, 0 try co make emtade ay 
that moxchandise dees sake 2eome out of data ky the ‘nort 


delivery, ani Bordon took baci: the outdated mexchandise. hat 


* 
re 


was pate of sheir wisk of cost of Going business with > 
Mayfair Poods. 


We also found that on occasion thare were special 
ps 


deliveries made to Mayfair Foods se we hava che drive: who is 


handling mrerchandiss, going to the dairy case, xotating the 
k 


e 
4 

qewommmeeeien cnt 1 tntotpene meaty eae caonie, 1s Bn 98 ware e 
ca a nee AEN BAD res GP tn DECANE, 8 | 


stock, inspecting the stock to eee if it is within code. 


ge is centeging the stock. We concluded, on the padis of 
that, Mayfai: Foods ves receiving full service. 

: eere we go to dames Cox, and eused — aise 
scestizaony in regard to aces Cox, which I think is also known 
ag Jia's Grouery store, and fi read the testimony of that 
gentiewan. Vow, Cox did not have | a hack recom cooler se the 
Aelivacies wore made to the dairy cace. Ths a@xiver made 
ae the orde:, the driver cannot make out the order without 
at least leol:ing at the stock, what is left. Generally 
speaking, the dxbvee will build up to a certain invontery 
point: in a.cusa. That is, on a Yhucsdéay he knows fron ecienliis 
Renee or discussion with the cwner, there cught to be -~ pick 
& nurler -~- 50 hal? calions of homeyeniced mils. In cxrder to 


lmow ‘wow much to put into the case to uake it :each 5¢, he 


| 
| 
| 
< 
| 


has to count how weeh is there, so he has tu iaspect the stock 


ee ee ee on ad © seme 


Oe CARR OR EN Tne eet Om & Oe we ene ovale 
‘ ; 
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in the case. The drive: puts the mitk. in the crita and 
sotet3d the idle ix. the Cairy casa 20 he cextaiaty — 3 
che is2axrchandise. Borden xan tho risk vf spoilage. If there 
was wat-oaf-datce morchendise, Bordan yok it Lack so thea 
Sniv:i: ad to kendle then, so che mixchbandise vas delivexrsd to | 


SAS ass, the driver inspects. the tieek, entered trae sceck, 


“00k Oack tha out-of-date menchandiia, Se cleasly thera wos a 


Dall tyos of service fox Jamas Cox. ° 


Now, as va come dou to the next Group of Sic2733 , 


AS stoves, we relied uyon the stipuictien which had beou 


CROCE > BPO NONS SNE AMoEan kee 


onter24 into between couzsel, and eo we analyzed the stipvlaticag 
® 


neon @ 


fox the next group of 3 stores. 

In the cate of Cardinat, the stipulation Jndicates 
chat delivery is made te the cooler and the Qisplay Casa, 
‘Shae the stovk is rotated, that the es had to make out’ 
vhe cxder and the driver replacca out-of-date merchandise << 

z ‘ 
clearly tha type of tecme and conditions which qualify under 
the Gofinition of Fall Service, 

Row, in the case of Bill's market -= 

MR. MATHIAS: T don't wean to interxuypt, Your 
Nonor, but < an woudering if it is necessary to go throuch 
Bd cpsil out. in éstadil what is in these St! pela: ons and 


° 


whet i3 in testimony. 


te 


JOLCE FIPFES : 


» 
OP AARUATEC O GO t  O eRIN © hee Jo ge hn A R08 ALD eR OF NTE al oR HO OS DOOD 


% think we can probebly dinponsa with 
thet. i thirk it ds sufficient to Séy that you oxendived. the 


3002 ss G., Havemeyer 


8956 
tests-scay and came to the cuastnatein it wes Pali Sexvies 
pased vpoa his testimany or upon ti:¢ . pidgulaticn. x done 


thinl: ve have to now xecite the details of the cestimcay or 


she Csatails of the ets ipulation. They will sapeuk for tihcaseiver 


Ze 


BR. PALES: I just wart to he clew ss to tke 
slemnts on which the witress did raly in reachiag this — 
sonelucinn and these are soms little cifferancs. fru stoxe 
‘0 sitiore. hs 

JUNSE HEKKES : There may bo bet vaatever aifcezeances 


hi * “ 
‘hers are, aze not differences based upoa Ex. Hevemsyer's 


4 
een ages «40-000 008 onmmn 


obsexvation -- they are based upon a witness's tastineny. which 

is in the xecord, or a stipulation which is in ¢239 zacoxd , 

or gcmcehody wats tcoscsnony, Like t:. Porgler, ‘shich is 

algo in the :secord, and chere is no point in repeating it 

Yecanze, as a Matter of fact, if Mx. Havesuvyer has a mise n 

gaption ef what that testimony Ox recora consists of, it éoes 

ao geod to have him repeat that wisconception. - : : 
MR. PALES: Lef. me aek a couple more quastionse . 

By Mr. FPalis: : 

Q Looking at the scpeuul CUStORers <= thore are 3 customers 


as te whon.wo relied on stipulation and concludei thay received, 


wall Service? 


j 
A Yes, I did. X did cyamine the. utipulesions. 


Q Did you find any of those custosexs vevelzi.w service 
wmf ciontly different fron, fox exarnple, timt you: deesxibed 


8$57 
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with vespect to Muyfaix or dJaees Cox, to lead you to tho 
conclusion that the auwities they sseccived shenld _— ha 
he ctexised or classified as Full Service? 

A No. The conditions wexa such that wa come to the te 
30207 asion fox that’ gtoup of § an Wa G34 fox Mayfaic acd 
Jammer Coz. 

") With respect to the remaining scuetoneara, 

Shxergh Jos Milecki, do I undexstand that you - 

as feud servics based on route book notations saying either 
mack or check and pack, and Mr. Pergler's tastinony with 
sedpe ot to what those notations moant:? 

a That As true with the exception of Stricklend's, no. 


456, which I think I enould address separately. 


| 
| 
| 
| 
3 f 
q 
i 
| 
4 
| 
| 
| 
. 
5 
| 


a All right. Hould you addéxess thet one. 
A Starting with - 

JUDGE HINKES: Souldn't you aleo speek of Madison 
naVelgne ang Bell Park? 

HR, PALLS: I really addressed my question to only 
shoe down through Joe Milecki, but = think you are right es 
chors: 2 are in a eeparata categexry. Yould vou address yoursel 
nxelefly to those stores? 


TER WITNESS? Stertins with Mayfair ?oods, éowm 


. Soe tod . 
Ce deeabecnaaas oagemagacenea Deaphteegparetertangethed epi ode-d- caine 


thro.gh Joa Mtilect:i, v2 found ronte book notatioas of "check 
amd sack: or "pact". 2%. Pe-clar's cestimoay inilenc= what 
chat seant, and iif reading hin defse:tion of what those 
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* 


rotations macnt, wa coucluded that those custorers were 


vecetviing Full Sexvice. Zu the case of Strickland, z:0. 256, 
there wes no notation in the route heok fox March 1666, hut 
vhere was a cotaticn in tha reuts beck for Febvuary 1566. 
‘Reza vould ke ho serasce to belisva Che conties ie vould 


. 
2 


chara, but xsather thet the route man nad juet not posted it in 


ee 


the iferch back ao the heck far Pebrucry 1965 di:fitecates a 
veraitns shiek “ane lead us to conclrfa, 
rer, Baxygler's description or definli:ica 
Strickland aleo received Full Sorvice. 
JULGE GINSESs What was thet notation? : 
CHE: WETKESS ; Fé ithor isthe and pack or 
pack. That takes us threugh Jos Milecks. 
ov, in the cace of Madison LaYeigne and Bell 
Park Toads, thera was neo testineny, ro stipulation, no route 
heok notatioz., aad Nr. Perglex was asked akoute chose 2 
i} GUStemers ant. aftez xouding his description of how they were 
| 1, 2% Ica us to the conclusion those 2 custoiiers were 


ales secaivirg sco~calicd Fall Service. 


HR. PALES: f£ would now 3ike to naxk, as an 


exhikhit, a documand ¢ a@ Buiti-page dvcwment entiticd, on the 


Farat paige, "Alternate Czleulation Yer 20 *Ctchax? Cuntenars 
Vor Uhien Sere kyexsges “ore Criginally Used®. I giiese ve 
rates, acvwording to cur sacont practice, moxk theea i-dividual 


RGSS» 


2 SNS NR ete eas eee ee eee 
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SONGS HENEES< Yes, pleats, =. - $005. - 1s 


MR. FALSS: hie is AP Erhibit 2110 ° « - 
- (Tae Goowmari wefercved to ves mariced. foc icentixic- 
athon as RAPK 201{A) through {0)). 


TF 4 


. HR. FARES: Tre first page then vill ka 232%, Rha 


% 3 . a 
path duy-seatuehibnanumeerthnmahameenmattaae tek te ee eT 


wnt gage, thiich xolatean to Theresa “ricspins, wil sa 20138. 


cestPtnroneus tae cana aa anes esaatants wane aie Rea x8 8 tt te a Bath 


2 


££ you leok at the coluna hecdings, i think these ave rork 
saSily diffesentiated by the nana of the store. 201ic is 
Barney Trainor, 201D ia Bill's Market ~- ~~" 

aA, ; MR. RATHIAS s Ze there avy necd £9 mark this on 


the-xsecord? — 


rg 4, 
%° a 
a eerie wom es Gow 4 yO to a2 04 
a RE AEN 8 DRA ROME HPO Se 


SUIGE BINELE : Ko. I think we wil go off the record. 

(O2f the record discussion) ° 

JUDGE HINKGE: On she record. 

MR. FALES: Let the recora show then we have 

‘ marked thie ‘axhinit from 201A throvgh 2010. 

X ‘would like to mark, as Exhibit 262, diieidier 
multi-page document, the first page of which is headea, 
Recepitulation of Sales, 2 Waeks Endua 3-20-66 Borden 
Customer, I guess we hotter nark those als>. 


JOIGE HIKAES: te Will go off the resoni, a> this’ 


(Of the racord discusyicna). 
JUDGE HINEFS: On the record. 


. ° . 
Macadbit 202 anus been marked A througa 2. 


AC RATE CROMER ANN TONER IE A RIM ES IR = 6. ROE 8 RGR, est 4 REM Pape! BAAN AR ame 


. 
+ OR ee me, Pewee ar re 


FY 
PT] 1 sie Dende-ch atepoas-aab ae 


ss ne mee 80 
eee AP SOE POA RTCA HTL ITE 


tens Wome © te 


etm winet tee Fee 


era 


= 6° agen om +8 


} 
| 
i 
i 
‘ 
| 


ott 4 teen 


eke eemee 6 Smee om n meewes Ye 
*~ 
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Le (Tne document. seferxweé to RAPM 202% througa * 


waz marked for identification). 


“3y Me. Falls: 


2 “Wir. Havemeyer, ZL beiiava you testified what. in your 
scigiuzl analysis of tha O"Hare custmexs, here weee 10 
mishemers as to whoa ovesage fiqcures wara nied Fas Penve 
2ext voint, Points Pex Cue aad Prapxtion Grace. Ia ihat 
sight? : 

as Yes. 

3 Have you now wade a further Btudy in waich you have 
axamined the: xoute backs beyond =“ you Eid before “and have 
facaleriated your figures with respout to those 29 cuctcomers 
without usirsy averages? 


A Yes, we have. 


2 Is that reflected in Exhibits 201A through 3 and 292A 


e 


through T? 
a Yes, that is xraght. 
? Would you explain what thera exhibits show? 


BR. MATEIRS: Way I interrupt for cone :roment 


amd voint cut: on the record that the ariginal calculations 


so which Me. Palla sefexscd, in his quastion, would be A&P 
“ahihit 279 fox identification, I h2:ieva. Is trat rot 
worn at -- go we can kzep a stzaight.rscoré here? 

MR. PALES: ‘et -me sce -~ 

SOUGE AXWERS: IL believe tet is wight. 
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BR. PALS: Right. Okay, Shat is 179° 

TH2 WITISS: 202A througa 7 is tra nnderiy3s ing éetal 


for the final calculations in 201A through J, co I will 


and . 
oc eee coos Che eb ome 


addxey3s myself to AEPH 202 iret. Fich poss is a | ah Akane on 


susteaer, and on the laf: haa? <ide of each prye yor heve a 


e. 
y * 

® . ‘ : 3 

ee tale te Aerie teandede ens Raneanand acl Enagntaectaraclowndinadewantel 


oxincing of ‘che quanticy of anch of the iti:as taken Zou ezch 
of the 12 devs indicazed ducing thr: 2 weet po 
‘chink that is sere explanatory ~~ Gallon Jugs *- welll, the 
yaricua products, a6 t2 the quantity taken of sash icen. 
‘hen, of cow:se, thare ia a column Anaded "otal Units, 


“hich is the sum of ths 12 columes. ‘fnose unit Ss have bean 


eonverted to equivalent quarts. 


ceeg eee SRE NE. eS 


In the next cclum, they neve been enwrertcd to 


| 
_ 1 
{ 
: 


voints, and imo columns to the right. They have also been 
convertea to equivalent cases, and thsn Totsl Points, then 
the Unit List Price, which is listed in the next to last 


 Golumn was extended by the quantity of Total Units, to 


25 rt Cy APP NS RATT, CRIN OED NE tal 


get the figures in the tast eclumn, thich is entitled Extended 
Price, so this is, I gress yeu could dasignate this as the 


raw data or inpat data which was then used tc develcp the 


ee 
. 


statisties an the lover Peete on of tke page, and these are 
varions suxmzries which are used in other c:. levdations -~ 
Total Units, Total Equivzlent Quarts, Yotal Equivalent Cases, 


om, 


Total. Points, Total Extended Price, ani ther theve are sona 


A 


ratics -~- Equivalent Quaxts Per Delivery, Price Per Equivalent 


} ary na nes a 
3 00 9 Testimony of Robert G. Havemeyer . 8962 
se ig Sit ae 
qua::, Polats Pex Case, Price Pox Point, and Total oe | 
( ee 
i 1690 


4 
: 


welivaxies., The seme kind of infornjtioa is oa each of th 


q 


j 


| 


s 


Wow, as indicated in earlie: testimony, ia tha 


"aK AGE Exhibit 179 for 


? 
- 


| sheai:3 fox each of these customers. | a rs pean’ 
| 

i te this detail best ead used seoae svarage Gata 

ak 

may be ecacnlled was nied om a snect at cha pavk 
| of Attachment VIIEZE, AGP Fxhnionit 170 threugh 179, that is, oa 
{ 


‘ 
i : , visa 
| shat sheet, we hed shewa how we developad cartain siatistics 
8a ike Gollacs per point, points per case and Proportion Glass, 
: baseé of analysis of 21 customers on 3 reuts, & of ‘chem were 
| 
j 
as 


sompiaiat 


customers, and ve used the everages shown on the 
potte-: of cect page in meking tha calculations o£ delivery. 
AGPX 202. Now, we aze presenting 202, which ia a replacement 
% =OX tha av raga figures and dastead we now have available to 
| vs and did use the specisic data for these 20 customers, just 
| ‘as we did originally for © customers, so those computations 
for those 20 customers have been carzied forward into A&PX 


. 


2014 through U, so ASPX 261 corresponds to summary cheets 
i e 


i 
: 
| sost and other calculations fox the 20 customers listed in | 


which purrort to present the overview of discrimination or 
so _P 


t 


2 = 


juscificeticn analysis. The @ifferencea, of course, for these 


sw 


20 custemexs, is, as imiicated on tha cover sheet, namely 
AGPX 2012, that the calculations are based vpon the 


necific data of price per point, points pez case and: proportia: 


- ~~ 
43 . 
t 


—— 


Po a eegetne 
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THE WITNESS: ‘That is xight, Actcensant 2. is 


es’ 


By LIZ e Falls: 
Q .° Hevea you made 2 calculation oz sens isveastientioa te @etal~" 


. 


mine whet the effect vorld be if sowe part of tha Joadirg cost 
is 22 letated to reteil trucks? 
“-h Yes; Ss heave. 
Q WiLL you axplain that? 
A“ I xefex you ta the cecond pace of Attsohnent 2, where you 
will see the foreruuner of the methc3 which Z used and will 
A ( 
explain today. . 

I will not go through that in dateil oes &% to txy to 
refresh your memory that the first ganeral Stap taken was to 
detarndee the amount of money which is showa nt the top of the 
gan which is the abornt of money spank on the loading function 

The second step taken was to, then, determine the propor 
tion or pexcentaga’ chet tha volums of ezsh of three categories 
was to the total volure. 

Then, the third step teken was ‘0 apportion tha expanditur: 
of $26,700 among tho thzea categories on the basis of that vol- 
wns percantage. 


The fourth step taken, then, Wa3 to Givice the arount of 


. - te + ae OOS SOLES TD +S AO Dt SOS LE LES Oe Hs SR EO mS Ow 
ee ee en fe ees are 


monsy 69 allocated to the group or category, calica regular 


- 


‘wholosale by the numbers cf cases Lezied onto zegulaz wholesale 
trues. oe” 


2. mee cen eames 


; 4 
8o, that is the rrocedura which was followed. 1 am gcing } 


specter = men 6 


of 
, 
| 

| 
>| 
"| 
| 
. 
; 
| 
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set. ee: ms ae 


to -eetiand that proceuuc: by adding a “£curth ETE, of eatatt. 
Snavwch as : that motkod eopuctions oxponses on es hanks of 
Foint volume, 1 wilt contime that method.’ : Z 
% xvefervxred to ore i & BP Exhibit: 97 ‘for a period of iiarch 
196S. ‘this is an extity :,wateh amern.g other infomation seat 
out; the number of potlaccs #330 yia vetail in O'Hare 3.33 that 
She yveteil «ovtcs at O'lase were principally daliver~- 
ug xetail points but they also included 20im@ wholesals points 


| 
L 
| 
| 


as indicated by the last two calumas on the sight: of thai: heat. 
ae vu othasx words, ££ maltiplica the number of route days in 
that month, which wae @7S by the volume per route, déy, 565, 
points which equals 124,375. 

So in effect res aééed another category of point volume en 
the sesond pege of Attechment 2,5 called Retail, .464,375. As 
yea can see, that would change the total point number of points 
and in turn would ‘cherries the pexcentiages in the extreme xight= 
hand coliwun. a 


the poxcentage for regulur wiolesale, 


ine, Locomes 38.58 percent instead of 
43.39 percent. 
So, now when I apportion the erpanditure of $26,756.29 f 
£9 nogaiaz vhslecele using that pasuentage which X just mea- 
tiovnd, tha emount so acpoztioncd ic $10 2322.58, instsad of 


$2.1,531.96. F 


| 
| 
| 
| 
| 
| 


TCE HIM: Would you zeoeat thu figure again? 


Towa 


Testimony of Robert G, Havemeyer “9013, 


hava to be shanged 23:7 tco, sed moukdn* & it? at 
Tits WIIMSS: Yes, by shi: earthy of & ines akc.” 
JUDGE INS: Yas. 
By \it.. Valls: 
Q Zo-y, come to a itfereat subject. 
You testified with cenoat to various of theosa cate eeken! 


o£ uxpanse and where you took dufovmation from various Hounden 


on aan tm 
Ae ee ee nae ns pemem eneimmy mi 


ledgar accounts, or accounting zecods, and somatimes, you t 
the information for che curvant monaih; other times you took 
tatematson for the year to dat ca, which vas 10 months, and 
divided that by 10? 
A Yes. “ 
Q Using your number in each instince, an to waich ws the 
more avpropriate? 

A Yes. 
Q How, in the branch cle:zical SxPSNEs, E think there, you 
testified that you uced the cwrrent month £igura rather than 
the 2G-anonth average? 


A Yes. 


es 


Q Could you explain why you exercised your judgement in tha 
fact vien with respect to that porticrlar expenses item? 
A Yes. 

You, among other things, you tst try to correlate or er~ 
respond, Z etppose might be ;the word, the rhysical function ar 


the eativity and the expenditura ané you mzyhe reoell that in. 


‘ 
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Asycloping the clexi.cat cost functlon onpegen theen through 


nine where it is flniwlly shoim oa prges 3 chwevwgn 9, that the 


- 


nuniar of dalivery tickets. 
241, we had nq way of determining cha uvcdix of delivery 
. = Pm . e 
tichais for the L0-cwoeth opsration:. 


‘'s were able to Getexmire the «wuber of delivery tickets 


atizd of doing this was to divide ‘che, was to base it oa the | 
| 
i 
{ 
| 


that we could dstemmiae, wo had to welate to that activity a 


for octubex 1969. ana, thecefore, vince that was the activity 


DACRE. of money spent ducing tuat same period and felt that the 
month would be <= since we wore heading fox the cost-per~ticket, 
that. it was appropriaze, then, to divide the month's expenditure 
by the month's delivery tickets. 
Q How, the results of some testinony and ccoss-examination 
gt to your allocation of credit and collection 
ens2, ginca thet cuestLening, have you made some investiga- 
tio: ox analysis an dzterminae cha extont to which coms of the 
ingenenéent stores my have been dn arrears in the payment of 
accounes, oF muy have had outstanding balances? 
Yos.. I have. 
HR. FALLS: Hark as A & P Exhibit 221, A and B, a | 
docr.tent titled on the first. pager Nat Baiance Cue for Eorgen=| 
Hommond oietonwra: 


(She document referred te was macked A & P Sschibit 


222-A and B fox ldontification.) 


i 
i 
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By Me. Fallas 


fo that the doctuuant that vaa Prapured? 


ts 


Retasbitetedimmneeh tneneiaemennen ot ON PECL I ONER HO 


FRNA = nce IR TOUR COE ND Se AS: SSDS Na 
7) a?) 
ce 
cr ey 


HR. MATHIAS: Youx Honor, souid wa kheve 2 brief look 


2: 


nas bedore questioning? 


FO ete MeN 0 IME OLD AS NOTNTR ENN Kap one 
° 


Pi. FRELS:' Sova. 


BAPTRLRS > Bo Lave i Hever Seen thr chevmert bet: HES «| 


2. MATHIAS: S21-A eud Be 


ee a 


MATHIAS: Okay, I have had a shance to read it 


. 
©] ‘ a .sd - 
EE NE Oe en eee erlang Ne, 


BR. 
| By iar Falls: 
ae Havemeyer, WMId you explain what dees A & P Exhibte 
2Zi-A show? 


A Yes, wo looked into tha balarcss on the plils of these vari 


5 2 ious Gastouers, and compared them tc averace wen sales in 


Octsnear 1959 to get. a feel for hew far, what tha ove standing 


{ 
Le balence was and how much this eegnet ented in toxns of days'or 


wesks* sales, because I believe customers, ox these customers, 


OOP NOD.* Oo ON age Ome ONDE Oo pon ME Syste © ee DEAN ORME OF ORR REL | AONE MOORES OAD + Ae we ce OP NEES mee ewe ame + 


heé sald thsy had paid promptly. 


“antes ant 


= es 


¥or chres custer SX, Joseph Tittle and Sens at Lake Strect 


% 


Joseph Tittle and Sons zt Village Park and Wiles Foed Cexter én 
Gary, Our copy of the Pu:den invoices for the tyo-tweste paricd 
erding October 18, 1969, ware not sufficiently legible for ns 


to xoad what the balance was. 


we I Sear 8 we +000, 


S2, I would be uneble to say what it vee. But ia any cass, 


Ley: 
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jad eee : 
columa § includs: the effect of Erinss: bcnafit expenses, so 


$861 


there is a veduct:icn in cost justification of <bout -- well, 
the waxizaum is $.0008. 

M2. HRSRTAS: Ezenez me. Nay I ask cne question: 
I can't x@ac on itnat lest column 6 whether that is -- 
the lins fox pee ig $.0664 or €.90CS. hich is it? 


we 


genera 9 a 0 Mt PAS CO 10 NEIL 9 


Q Moy, turning to a Aifferint sicbjsct, can vou secall, again, 


ee ee 


on row: wots dire. and in cornecticn with <he calculation of 
Branch Clavierl test for the ‘eumond cest«rers, a questions 


Gosald hav2 bee: calculate? on the 


| 
| 
| 


“the conmrlaint customers' murckase of all preducts or oa 
Tivate Label praducts alene? 


~ am soxxy. Would you eay that again? 


Le an ai RN ERD 6 eatin pane aiaanse HF 


‘omember com2 querticning on ¢€16 calculation 


of Breen 


at) MONE IN ARCS at MAINT UENO St 


» Clerical cst for tie Eenrend customers -~- you had 
ealcalated, I believc, nzirg she euthare prefuct purchases of 
the cenplaint cuctonses ~=- save question wes xaiseé as to 


whet wevld hepaen Lf you calculate it on the basis of using 


oaly their privat: 10302 purci.ases? 


mEIASLO , lave you @oane seme further analysis 


st cf baring that vale wet:on cn crivate 


abo® squlwaleatws pcivete Icbe!. items alone? 


A 


Q 


. r i : 
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Yes, I have. 


Let me have me:cked then, a sheat catitle@ -- this will 


2@ ASP Erhibit 224, 2 sheet extitle’l, Haxncnd B:-anch 


(Exoolevental Exhibs: Showing Difference rf 


mplaint Custorne:s Carputec or Private 


Late l Ricne) 


° 


For identification). 
By Wz. Falls: . me: 


Me 


(The dosaneat zefersea to was marked ZAPY 224, 


. 
s 


You have a copy of RAPX 224 in Front of you. Was that 


&. dosement mropere? By. you or under your suservision? 


FA 
¢ 


& 


02 


of AEP in 


dez.ivery ticket, 


Siret allocated between 


Pr2vate Lebol itezs and non-private Lebel items on the basis 


the number of Line itens thie the customer took. 


We have Gone the samz thing in Raebx 223 £cr each of 


the other customers and you can sse, in the fire: column of 


Ecx each of thezsa custem:ss, the ratic of “he number of line 


foe private lable versus All ttens. 


In. che sesend celumna, wa hive smltiplicd the Cost Per 


j Belktury Tiekot hy ste xatio ir the fi36% column. This follovs 


the :7ccedire which we did for AEP, 
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Tn the third coluan there is a posting ox the 
aveLent private lebel foints per jehtwncy avi eo in the 
fourth colura we divided the sest par az 
which vas allocatsi to orivat: lebla or to the squivalents to 


wgrivate Label by the number of equivaient prive:e Label points 


In the fitth column, WwW nave aested the figure. 
tthich now acpeexs in A&PX 185. 
solimn, wea Lave ghewn the eff # the recuction in the 
wont. ciffereace between AGP and £ the other customers. 

Ir. other werds, in che case of Wilco, the cast 

ratween A&P and Wilco has bean reduced by one 

customers. 
Now, again, going te a iixtferert and scmevhat 

selitcd subject matter -~- do oe revall, Mir. Hevemeyer, that 
shir qventicn of whether for “ke co solaint customers you should| 


L ail of their suxchases or cnly the privete 


tate purchases ~~ that quest:.on was also raised with respect tp 


the exlewlutien of Gelivery costs? 
Yes. 
end originally you hed ccleulz:ed tha delivery costs 
the ecmplaint cutouers i: the Nanmond area using their 
entice purchises. Is that richt? 
Yes. 


Nave yo ag tials seme Si rthes sna ly7is which yo: heve 


° 


{wee 
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tents matinee or not the one -- I think it was .63 
winntes per ae should have been aliccated to the A&P 

stoves in the Baraond area Zor the Pasotion whisk = think was 
sailed coute bookkeeping? 


. Yes. 


‘ 


Q Zt was breucht cut, appavently contrary to instruction. 


some of the route men. had made entries in the route hosts “for 
A&P? stores? | 
a Theat is right. 
Q Rave you race scme furthas anaiyais to Getarmine what 
the effect world ts on the cost corvarisea ig you allocated 
to tho AEP stores this time . alement for route ‘vool-keeping? 
A Yes, r have. 
2 Zweulé Like to have maxed, ws AGP Exhibic 227A and B, 
a tira sheet dccumeat entitied, Effect of Acding (G3 ninutes/ 
ste. £0 A&P Bernord Peliveries for Tnnecesrary Route 
3ea!:kcepiag: 

(the decuacnt zefersed was uctkec as RAPX 227A and 8 
Zor. identifiezticn). 
By Hr. Falls: 
Q Mr. Havereyer, = think youu hav» kefore you a copy of 
AGP Exhibit 227. 
A 


Q ie thet sencisizg sreparcd by .ocu or under your 
wepertvislen? 


3018 


© 
o 


BBS : 
——————— 


& 

ie 
emai 
narep ain 


ie 


enc ecaenaeaa 


Testimony of Robert G. Havemeyer 


9069 
A Yes, it was. 

Q | Hould you e: plain vhet it shows? 

A Yea. in ade ing this tins to the A&F Steps, we really 
hays to gu threugh tivo separsce calculctions besause this 
has a dovble effect. One is che effact of the cos: Per Route 
Minute, waich therefore effects ell customers Calivvery costs, 
ami, of course, it also effects the delive-y cost to A&P 


inasmuch az we ave atding thas time to the A&P stoxes, so the 


. Zixct postien of this is to d2termine what effect chis has on 


the cost per reute minute. 

Tere vere 12 ASP stores on these 3 store routes 
secoiving 27 Ecliveries in a rioath, and we are now cdding .63 
iinites por aslivery, so we hive added 204.12 minutes in the 
month. 

New, Be?x 185, page 183, alxvaady show3 33,126.868 
mirrtes ver month. The new total, now, of course, is the : 
seerit cf adding 2041.12 aimates. Since there are 81 
ove Guvs, we acy heave 4ll minutes per route day. ” The 
cost: psx coute day, iS sroun on Pac? 163 ic $185.83. That is 
now Aivided by ths uew number of minates in a route day. 
thet cives vs $.4516 per route. mimete. The cost per route 
rincte hed baer, 2¢ chown oa page 163, 3.4544. The ratio of 
the new coct to -- ceil it the old cost -- is the 
pesczntags iitow. va the next line, which is 99.583€ percent. 


Wow, 2 go to the m cond pret of the calerlation, 
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one 


ant at te the sere specific effect on A&P. There are 

tw statistics thera shearing the whos of private 

lah. e pozate and the ninutes assigned to private label BS 

Salim off pese 18. ie ere nov edding, since that cepresents 

2 troeks Gelivery, 12 stores times i2 deliveries times .63 
mim:tes equels 90.72 minutes. Following the principle 
explained before, the inoreacsd fixed minutes ere allocated 

*0 private label on the basis of the variable minutes asstgued | 


o eo@nyt 8 & & |W WwW 


to private lebel end on pege =9 you will also find the 


amet 
°o 


percentage which is chowa on she nexct line, 97.5603 so that 


ee 
eh 


percentege of the 90.72 additional affected minutes will go 


east 
bs) 


egeinst the private 2 abel 60 that we have en incressed Aunber 
cf winutes for orivete label und that, divided by the number 
ef points, gives us 2 new figure of -0513. So this nearwr 
uinutes psr yoiat. meltiplied by the revised cost per route 
minute shown in the upper portion of the page, cives us a re- 
vissi cost per poizt fer privite label of .0232. As originally 
calz:latea, this wes .0229. » 8 we kheve increased snot ss 
cf 22e cent res onion. That is for AsP. Now, on the. 
sacond page, we show the effect of the revised cost per’ 
] mime on the othe: customers. 
Tae. firet: ccluma of Mgures is taken cff AEPX 188, 
Pages: 3 throrgh 9. Tat-is th> delivery cost per point, ‘es ’ 
| Rw reported. Inrem:ch ss the aelivary cest per point is a 
25 j Taeut of 2 factare, the ainutas per point sad the cost per 


[This page left blank intentionally.] 
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a. : a 


Pointed to iy Cumplaint Counsel? 


Yes. 


2 Z woule. Like mavked as 2P Exi:ibic 228A ani B, a two 


gag: document, tha first shes: of «hich is entitled 


Qn an Allocation of a Fortion of Fuck Leating Bxpeage to 


: Retail. 


8, Zor identificstion) s. 


(Tac drcwesent referred to was marked RAPX 228A and | 


By Hr. Pallas: 


2 Wugs AGE Feaibic 228 prepazt 


ynder your suzervision or 
by ‘70u? 

A Yes, it was. 

3 Hould you e:plain what it shows? 

A Page A show: sexething I believe i Ge:czibed verbally a 
few auyc age, enc that is, I .llecauted the loading expense at 
O'Piura on the basie of point -‘olumns to 4 categories of 
Dusizoss, that 4.2 Fe yular Wholesale, Vendor, Bulk thelesale 
ani Potail, ané cyain, following tho sme procedure az used in 
AGP: 79, IT allacautc: the amo -nt of woney vpent for this 
function to thence 4 categorie: of huisinass on the - 


oreavtion ¢c£ theiz inéiviéua: poius values to she total . 
i.% Velaer al scsirélagly, roughly 10 ¢nd one half 


3207 t Of the 25% .eul4d ge -gains: Bitail and 38.5 percent 
G J 
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pages following nage 127, which get into the ak set of 
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sategories, not ae dircludes volwm: Gata, but algo includes 
gazpanse data. | 

Q n the course of your textinony, ané partioularly 

exo38 examin thon. there wos <2 sferense to the uso of the phrase, 
Darcy Broker, and ins phtace, Dist::ibvior, 2s they appeared 

on cone of these recoxés. Ars you familiar with the use of 
those teras in the industry? 


A Yese 


Q thet de their moaning in velatioa te cne aaother in your 


onpaxience? 

A they are syn nytous —~ broker or dietributor. 

Q: Yew, zeain cerning to seo: sewhat differcnt subject matter -— 
a coula I esplizy one poins before we go on? 

Q Certainly. 

a = want to be sure this point cozes out, that in cross 
checking two dizferont categuzies of Borden methods of 
eateg rising volure, thst by showing that roth nethods cane 
wo the ceme sotal, thea gave mo the inforustion enc knowledge 
thst. «hen I -serke:i with pages 128 through 133, that I now hed 
epeceictel with Hordens categories cf volumes as expressed 

hy the tevms Hitk Raogrlar Discributer aad Trailer, Runs, I had 
psec states with Use: volumes. the c:penses which Borden said 
they sgent oa bub :kt of solLi: WG, AGlivering,. advertising 


end tuvine eradit sponse with there 4 che.nuels of business. 


ne santas me cen ar -amnmae 
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Accordingly, ther, having identified thase categories, and | 
+f 
i 


having Borden documents which associated expensa data with 
tho:< categories, I ha@ the informatics: necessary then, as 
a scecting point for die tyetaa delivary conts and advertising 
coiss and seli costs and credit and collection costs for 
2acli o2 these categorice or channeis of buniness as Borden 
2a‘::govized then. : | ae 
Thank you. 
2 Now, at £ sey, turning to a aicferent Bubjact matter,, I 
think there wes £cHe tentdnony -“- again this relates to A&P 
Bxenbit 185, end perticularlly to oslling cxpense. You 
tentitiec that yeu tvenzferred oartain itens from which were 
waccrcec on 2 Eoréan leéger o7 opezatine statemant under 
Selivury expenea, sone of chose you transferred to selling 
expanse?” : 
A Yes. 
Be In your exanination of Borden's booke and zecords, and 
‘sarcicuiarly in relaticn to waat you did in that cenrection I 
have just. deserized, did you i:ake any observation as to the 
raais.@:> in which Eord:n handled the dzlivery expense account, 
deiivery exparee ledger? : 
a Yes. Tt seuli refer you . to -~ rell, eny one of pages 
226 t!rough 133. I is really not necesgary to pull them all 
point I oct Snddeat!ng is that Borden accumlated 


of its cpgentiag excsnces unde. 4 satecoriecs. Take page 


toma 
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Yes, it xclates, among other tiings, to page 6, 
Oxhibit 188, the folder entitied J. Tittle, Valpareiso, and 
the transfer therein, I belicve, the selling expense of 
$4,372. 

4 Yes. 


0 Which I think you testified wes the figure which had 


teen chown cn Bordna ledger au tha monthly expsnge, or the 


expsns3 for that zwath, and you indicated that you hed used 
that figuce sather than a figure which could be obtained by 
taking the 10 month figure anc dividing by 10. 

A ‘Yes. 

Q Would you tell us why it was you tcok the figura per month 
rataer than the 10 menth avereyge figure? 


this nay also relate to pages 231 and 137 of 


think it would help if we <tert off with page 
*2131 and 137. In fact, lets 1ovk at 137, end look at the 
next to last lina, that is the: line above the word, Total, 
waich vas transfezsu from other depariments. Please recall 
‘that altheugh this page has, es its title, Delivery - Dairy 
Broker, © inéicetcd b:fors that that transferred amount case 
i from the Se ling hoocunt. Lets concen:rate on «hat line, 
i farefere Ixcm Other Lepavtmen:, eni retica that they iadicate 
né, for @ctangit -~ Lleok at ti:+ Zid ard 4th column of 


cw, thet i: the corresponéir: data for the month and 


9091 
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year~co-date of last year. 


Now, last. year, fox.the 10 months, thare was a 


figure of 23,911, approzimately 2,321 2 mouth, out in the 
ston'zh of O2tober, last wake, che movth of Octobar, iteelf, 
thay spent more thaa the moni:hly average, $2,663. Now, have 
that: in mind, and alto laok 2: this year's date. The first 
sols ian is this acnta and the ‘shird column is year to date, 
Tou will find thet the year to dato monthly average is 
$32,108. & is higher than ¢ha ssonthly iniexene of last year 
and the 2onthly aversge of this yeor is hicher than the 
ronth of Octeber of last yeas, ard finally, whan you look at 
tied dae GS deta, $4,372, thats is eren higher than the 
YGrs-to-Gate monthly average, so it Sarteialy indicates that 
Vorcan hel exparieaced an upxord trend in the ewlling costs. 
‘thes ‘afore, wa felt, in view oa” that, those fact: oasxhibited 
hy this date, thet the months data for 1965, that is the 
$4,572 wes the ons which reprosented currert conditions in 
hot. Borden wee expaviencing. It vies consciously spending mor 
und mexe wonay on selling in that c:3a, so when we went to 
page € of the Valoarziiso fold-r, which is A&PX 188, the 
; way we analyzed the expannes, where we annlyzed the nepense: 
imtcemation, you vill notice shat we, ingeea, and tse a. 
trersfer which soy:erentad th: amount esent in October of 
‘ESEf, since chat costainiy ze:ms te tencesent the current 


Cort 2édens, 
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Q So if you used an average based on a prior period, that 
might not accurately xeflect the quantum of monthly 

axpanses associated? 

A ‘That is right. 

Q On the ether hand, on making ycur calculation with 
respsct to the wholesale reutsa operating out of Hammond, 

ami ayain or tha welling expense, and I think w3 have to look 
there at pace 165, Buhibit 165, there, in making your deducti >: 
fecn expensts, which you hed added vp for that purpose, you 
usec: the 10 menth average Sinabes vwiich was $3,107.72 

ae tha emourt which you deducted fecm those expanses. Ie that 
correct? 

Yes. 

thy dic you €o that? 

Well, please lcck az the colum, tas 4¢ch one from the 
wicht, which has 2 tesculation of lectar3, end those letters, 
ocx B indicats whethar ve uced the data from ihe current 2 
north, which would be Column i, or che data fron the year-to~ 
Cate ronth, which weuld be column E. I am on page 165, and 
it may ke recalled, in ay teacimony cn this page, as we want de 
the Lint cf accupnts, guppbler, lecali arpen3ss and so forth, 
thet for various acescns, we believe’ that she year to date 
figzxe wa3 More rapresentative of the selling expenses in 


Zaxrand, Th: fact ¢hat vou will £23, usurting with supplies, 


ficht on Cowan toveuch. mircellanecus expenses, in 
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gach « case, te unedt the ree monthly average. 
Accor tingly, whan it came te hoskice at the transfers, it 
seened ee us fox thie ascount, Selling in Hammond, that it was 
Appropric: ‘@ to continue ‘using the yoar te date monthly 
asi sles In fact, when you look up at Weges, sl aieghoasc api the : 
very first Liha e alchough it indicstes chat the figure was 
: teken from Coluan A, which 4s the cursent month, you will Find 
thet thet: . Ligure is very close anyv2y to: the year-to-date 
‘nor.Ghly averace. tha current nonth would be $1,866. The © 
veer ho date baie: average would 53s $1, 108, so even’ 
che first iliac, which is indicated a3 column A, alrcst as well 
Hey Column B, My peint is that ac we vant dow this list 
of cxpensse, and wa, in all Ci.ses, excent one, including only the q 
decene Line as an oxception, ve used year~to-dete eaerees 
and it. ssomed, therefore, éppopriate to ceatinue for this: 
Ecccurt da Ramaond, to continve.using the year to date 
monthly average as fer as the transfore WGr@ col1cerned. 
¢] Ja cthe: words fag used the year-to-date bieceas: 
for tha sdditions to the acscornt, ft g€¢cn1sd appropriate to use 
the year to data f4oures Loc the subtractions? 
f z Yas. 
Cc That dis oi) 2 hsve by way of xe palenice: #8 you know, we 
. &ei1) arava one additional exhibit ubicn is unrelated to 


MB. 1U.TIRE: Why dea't you out it in, 


GULCH AvLNRS: I thiak it wiyht be advisasle for you 
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to vontine, Mr. Palls, so we can at least aseuae that you. 
ave finished your examination of the witness, and you have 
‘peokforcad your exhicits fox reception in evidence, and then 


let Mr. Mathias he heard from. 


MP. FALLS: I have no objection to that, Your Honor, 


if chat is what you prefer. | 
By Hr. Falis: | 
—o ALL xvicht, sans there was an eddizioxal exhibit which 
is somewhat unrelated to the series of exhibits we have been 
going through, wbich iz not proffered by way of redirect, but 
Dy just direct examination, and this iz a -- let mo have mark 
as AS? Schibit 230A,B,C, end D, a 4 sage cocunent entitled, 
wn the froat, Ccnparisen of Discounts Re¢sived by O'Hare 
Sustonera According toe CX123 aad Under the Borden Published 
Discount Schedule During March, 1966. : 
(the decumsnt veferZed to was marked RAPX 230A, 
3, C and D; for identificatioa). ‘ 
By lr. Falls: 
ite Havemeyer, is ASP Exbibit 226 a dcecumeat prepared by 
ne shee your supervision? 
Yes. 
MR. MAYVHTAS: Tem going to chject to aay further 
sentidmony on this exuibit on che basis it ves not provided 
tn ncuordun:3 with Your Honex’s protrial order. It again, 


Yao OA exhisit pessentced to Cusplaia: Cauncsel some tine after. 
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the bogioning of the hearings on defense. Moreover, it is 
mexaly cumulative. Ab? comaead hes prodingel testiseny on 
ths racord to the effect most of the custeners on Commission 
Exhibit 123 received ore than the discovst which they would 
be untitied to, anes ex the Borden published discount 
schedule, and chat a couple did receive their rebates in 
accordance with those published schedules. ‘This adds nothing 
to chet testimcny.of J believa, Mr. Perglex a and it was 

not provided to Complaint Counsel ir seaihins with your 


Honor's pretrial yuling. © 


NR. PALUS: Your Honor, in our oxiginal designation, 
ve hee incluited, under Item 4, I belteve it was, the statement 


te sould cubait a chart 


ove 


Netter skin tetra nn sect cone _Sraceare mctao apna + aetna ¢ ~~ 


preparing Fooden's Cost of Sarvice, 


oreo wean. 
Sena Be a OP I OC, DTT RS ATES S ' OS AE: tb ALIS TOY RD aN 
~~ 


P&P Stores, in Net-vepolkitan Chicago Against Roréen's Published 
Prisca Liets, anc Direcount Schedules. 
At a late: tine, we withcrew tiat particule: exhibit end we 


SRSA Prepared the exhibit that I heve just marked, which is 


RG GO OO CE OS TTS 
om Ne Ort © Hem eer es 


ow 


Blight.y ditferaat way of approachin: the same subject matter. 


This wis provided -- = meen, this éocmmént ve new have was 


cahengen oo-tpchpapenn a 
Poe 0-8 ow ere 
oN 8 EAS ED TTY 8 TTD SRS te 8 _- 


provided quite somstine ago te Complaint Counsel. TI think 
they huve had adequate opportunity to review it. I think 
Me. ’oley ranonkera exactly when it wes supplied, but it was 


gaits semetizre age. Sinca thi3 was & eubject matter previously 


™. 


S‘sated as being ons ws would g3t inte, and cince there has been 


é é 

r 

LA e A EE NO CRS 8 ONC OO me ere 
er 


oe we wane 


i congidumsble atice of this paextheulce G&scurnent, which is 
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not of enormous complexity, it seems co £2 not inappropriate 


it be allowed. 


JGDGE HINKES: Just what is the Lapse of time that 
is involved here, Mr. Mathias? — | 

MPR. MATHIAS: The first copy ve have in our files of 
this type of exhibit is marked, in ur. Pitting's handwriting, 
hescieed 4-26-74. 


JUDGE HINKES: And che cus Gate for che exchange 

o£ oxnibits wes when? 

MR. MALBIAS : Has in February cf 1974. 

SUDGE RENKES: And when wis the original exhibit 
: when wae later withirayn subsaitted? 

MR. FOLRY: The exhibit ws not submitted -- we 
nad 3 exrbibits ~- thia particular exhibit, or a comparison of 
“ihe disccumt ectually rveesived with the discounts, published 
: discount sckscule, plue the 2 cost justification studies, the 
O'H.uce erd Eammornd studies, Your Honor wili recall, at the las 


ectiacaioe conforerce that we had before the commencement of _ 
A&GP's cere, that REP had not vet cenpleted any of those 3 cost 
juscificetion analyses, and wa so advised Your Honor, and 
stated we vould prcduce them as soon as it beduine possible 

fox us ic do ac, “hich we did. In the course of proaparing 

she other 2 cost tustification exhibits, we set this particule 


ome asi€s: ara dig adviea Conpiaint Counsel, at about the time 


sat ve £53 etetaced the Raxtond inf O' Bare cont juatifieatic 


¢. 
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that wa intonded not to offer this particular cxhisit, or an 
exatbit of this nztwre, which would compare sinply apainet 
the Published diccount edhotiche. thereateee, in the 

couzs: of the proceedings, on or arcet April 2Sth, as 
Ce:islaint Counsel stxutes, we did edvise hee that we 


hal proparce am exhibit, and give chem a vorsion of this. 


Fone re | 


fhe one which is now before Your Ho:or is not she 3ame one ~ 


. 7@ yaeve Com “riadat Counsel. 


° 


MR. MATHIAS: Your Honer, Cotplaint Counsel were 


AOC £ied that en exhibit of this type would not be presented. 


ne a enenematianemnesanne 
SOAPS CPLA Ae MOTE SN RCI 


We did not cemend any such exhibit in the course of the 
west. o£ cuz Rretrial demands. We ‘rare approachad a couple 


of vacks age, #bout Foril 26th, and hanjed a version 


ee ee 


of this, an? now, May 22nd, we are handed a revised copy of it. 


t co not believe thiz csuplies with Your Honor's pretrial 


wuling ind furthermore, as I ee, the material is merely 


= ee eageee oo 


sunvlative, in any ‘evant. 


JUDGE AIWNNS: Under all of the circumstances, r 


mM Colng to sustain «he objection to this document. ° 


Soy tn - 
o ace cat ce Noma <A ORES Cp Ot 


Compleint Counsel, it seams to ma were entitled to rely on 


cent OP ee a 
Oe I OR OOO PRR I 


the representatioa that no such docwnent was going to be 


offc.cca ox disers324a, and even if that were not so, the 


Goctiacnt thst is -oy under discussic. i3 a recent revision of 


one viich was stbuitced <o Corplain: Coimsel araund April 26th, 


Lf To wndesstond ccsrectly? 
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MR. HAYEIAS: Yes, sir. 

SvPCL HERES; All of this, I think, is a delated 
atcemot ut compliance, exd I don't chink it world se fair to 
Ceaplsint: Couns:i to burden bin with the necess ity cf examin 
dosum ants which ccme in so lete in. the pxroseeding. Coupled 
WitA this, if it is true that the matter has already beea 
cavyered in testizcny, I think that further osiitiiiatitiies 


pus svant t6 this document, which is questionable under the 


jucwastences, wuld be inapproprizie. I shall aot permit 


the disevrssioa of thie document. You way explore the issue 
vith your witnege, if you care to, kut I don't think you 
would ba eantiticé to discuss this perticular a hibit. 

Mr. FAITS: Let me put e few questions to the 
witness, alcng shese lines, without reference to the exhibit, 
Yous Norer. 

JUDGE EISEES: AlL right. 

Sy itr. Pellss: 
a tre. Hatemever, Zid you m2ke the study of the discounts 
aetually secsives by the various O’lare cuctomers in compariszn 
‘gitl: ihe diccounts <sc which they world have: apparent’. been 
eniitced unier Borden’e pukliche? discciumt schedules? 
. ‘es, = did. 

Pid you find chet the O'Tare customers, in fact, ¢eceived | 


sublised dizcount echec.le said they 


Were cncizic] to z00e2ve? 
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A Mo. In fact. very few caceiver what the discount 
schcad'le world heve indicated. 
JUDGE HINKES: Does that sean thay got more or less? 
THE WITNESS: they got different. 
3y lr. Pallis: | 
Q Can you generalize as to whether, in ceneral, these 
GUECCMOLA Got more or on than the published dlscouat? 
A In genexval, they got mora, 
Q Do you Xnow, in how many cases sil of these customers 
xece:ived lees than the published diszount? : 
R. MAEZTASs I would like to note the witness is 
now going to look at the decunent which hs has just been 
“dle not to discuss. 
JUGS HINKES: Well, there is a littie difference. 
Z thirk the ahaa is entitled to look at anything that 
will hel» hin recsll che answer, even if it is a dccunent 
that is not reerivable in evidence. 
I vould ask you thorgh, ite. Favemeyer, to first 
éttenpt to euswer without looking at anything, so that we can 


ke cure that your answer, if it is crsendent upen a document, 


is 3> noted on the record. 


Can vou ansver witheat lesl:ing at the document? 
By He. Pails - “ 


| a 
HOG Lat 3° 2ke one thing clear -- ig it & Lact the 
a 


CUS2I1 Wa yaw. are new mp ezkire of ecc O'darc eustomars listed 
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om “xhibit 1837 
A Yes, they are thoes customers. 
JUDGE FXNKSS: Do you recall? the question that 
was just asked? | 
TEE WILERSS: Were there eny custemers that received 
leas “chan what-the diecount schedule woule indicate? 
I knew there were a few but i aid nave to look at 
zemher there were only 2. 
By Mr. Fells: 
2 How, with respect to these 2 w:o received less than 
the published discourt, ‘Con you tel! us who they weze ana in 
whiss amotat a ee an they «sceived was lees than the - 
‘wabi.ished discount? 
aA = wealed have to look at che docmnent. 
Q flay T e3k you to refresh your rcecollection then be 
ing at the doesent? 
Néwexrd tevecaich: received 0.6 rexrcentc less, and Bruno 
lesa received 2.0 percent less than would be indicated by 
the: disccunt schecule. 


Q Whet we 3 the ma:imum emoant in excess of the published 


eA ORIENT A PCT LS ACEC 


seni teeta te AGEN CCE I EER 0 tS OEE 


any custcmer received?- 


"seen 


A I believe ch: nauinum amount in ex:cess of the schedule 


eeveerameo wae ens: 


vase 12 percent. 


Q Po you tnow -ho received that? 


eee RO come mT Sm I 


rh Yo. IT -rauleé nave sc lock at the :chs?2le for that. 


+ at coca aoe 


| 
: 
: 
i 
| 


= Me ae nme 


+ Se ee ae a RE oo RE PE eT 


x mee te 
oe 


» 
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2o2id you ascertain that by looking at the documant? 
fe3, sir. 
Bl1l‘s i4arket. 
Q Whar wes the NENT Eventsst, efter 23 pexennke 
A 190 percent. 
e Yaexe there. a number of castomiss ‘who xeceived 10 
percent more thar. tha prblist<a discovnt? 
A Yes. 
2 an you icuntify that? 
2 hive to look at the dccunen: Scie baie, 
Nonid you ic so, please, 


Stuielland Stor: Mo. 256 yscetved 1C pexcent nore than 


Blil's Market Eo. 194 received 
Shep neceived 10 ‘sexcent more. 
a eecedved almcest 10 parcent? 
eseived 9 soint Sci.ething. Barney 


tn . i - at. A tesa 
—TelNex reccive 


= 


€.8 pers: “Ore than the echedule. 
JEISE HIBRUS: then, you Lave fi:ished your 
excepluation of ie. Haver aver. Is that cozrect? 
BR. FALLS: Exonee ia just a manent. 
I think = have completed my sxanination with 2 
23. : 


taptions, Your Homer. Oae in there nay be some 


Me. Nathias’s additicnal 


UIST WONT: 
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3036 kK. Parcs: Those ere the ones us to wnich I wish 
wake an Cf£fiex wad Proof, Yuur EKonor. Those are the ones 

you indicatcd would not be allowad, ralating to Dr. Selverson' 
This Stardaxds. X thought I would bardle “hose separatel ly 
alchough maybe y-u would want me t> inclace them ia this 
lis. , 
I tink toy shoul. be iw:laded 


Azz shy because tiers has been no ruliac on the recor 


- 


MP. FALTS: All rigit. Fist weuld than make it 139 


| 
nee ’ : i 
Shrough 221. stad | | 


JLOCE EXNXSS: And then 223 -~ 
Mr. Falls: Through 229. 
Very well. 
Z think. with: that ctateacat, wa can <ecess for the 
Cay and siaxs with vour cress examinatisn,. Mr. Mathias, 


ZoVEOW « 


—s- ee 


UR. I wowtd have oms question. Since ¥ ou 


Yous Foner has meie a culing on RAPE 201 to 218, act even 


quessions coi2d be alloved dealing with those, Cue to failure 


eee ED SS A. OP 


wi eee nnee ie ob < seu sere 


ate os een =. eee f) 8 
A LEAS PU, eA 


9 Zollev the »o.xrestrial ordsr. It wonld seen to me that 
tnose documents csuld be rule! as rejected and sort of simplify 
tha offer. As a :intter of fact, I thovght they had been 


-gulsii as wejsucted. 


a 


WoGZ ELMES: If tiecy hewu, I siaply neglected to 


X will tava wo Lock at th2 transesins. 


lew 


ee - ee ee ee 
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a Kow, Go you know, six, who excluded the studies referred 
to as the South studies, Forest etudies ‘ard. Englewsod 
studies from theec Cbservations, six? 


\ : 
A Yes, it wenld heve heen Mr. Waterhouse who was in charge 


(erence 
: ; 
« 


of chat project. 


ene nae se em et 


o Now, sir, referring to A&P Exhicit 1S7E, which chews a 
munber of studies in the Elston Division, ard the notation at t! 
hottom of the page, “These initio not used in standards*®. 

Po you know, siz, wao sibilant thece studies Seen tke Time 
Stamiards? 

A oOMr. Waterhouse. 


Q How, sir, refersing to AsP Exhibit 197A and F, : 


| 
i 
| 
| . 


I n¢etice that there were 56 studies listed on 197F, but the 
Rost studies uscd in making any of tha determinations on 
197A is $5. How, sir, can you sate me which of the studies 7 
on pege 197F wera not included in any of ths observations on 
paye 197A? . > . 

A = can't tell yeu, ones T knew at one Time but I don't : 
kaos which ones they are, now. , 

Q Now, sir, on peje ‘Isva, there are only 3 items which 

list che auxbar 55 untler the number of studies in connection 
with that item end that the other items vary from 22 to 47. 


Can vou tell us, sir, in any one of thege ivistances, or all, © 


i} 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
q 


which of the etudies zeferred to on } page 197F were not’ 


pares 
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included? ‘ . -} 


A No, I cannot teil you now bacause the caiiien papers -- 
the more Cetaiied workirg parers are ne lennee available. 

I knew at cue tima. You point cut on 197A there was one 
alemant there. Ti:esse were as few as 22 studies used. 

Ple2zse note thet ps:tains to unlozd cases at plant, which 
is an elevent or time standard which is not included in the 
Standards used in this prosesding beccuse that function is 
not performed by the Borden driver. 

Q Mr. Havemeyar, you are bsing paid by iar Gee weet 
appearance and testimony in these preceedings, are you not,- 
sir? 

a Yes. 

Q And you and the Case & Company ate being paid and have 
keer: paid by ASP for the various computations you have presen 
here as well as tha underiying computations and sei 
services, are you weet ) 

BR Yes. 

Q New, sir, it is true, ie it not, that this case is the 


only litigated case in which you have presented a Robinson- 


Patman cost justification study that you have prepared. Is- 


that not correct, ix? . 
A No. | 
1a Which sther Rebinson-Patran cost justification study have 


| you srepared and preiented, sir, in court, in a liticated case? 


owe 
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A Tae sane type of stady was Gone in the cage of Bowran 
Dasscy. 
2 1 wusax ia tha Bownan eixy- case, id you? 

aid the sicudy. , 
Yea Wouksd undar hie supervision, did you not, sir? 
mt £ aid al. 
wats da the oaly otnrer igake as is it not, sir? 

There is ones urGer way now cut it is not Rodineon- 
Patiuaa, nut it dues Sinieind cost etudies. 
a 2 But thaxrs ave ro other: Fobinsuna~-Patman cost justification 
etuciies you have prepared and wreseuted in a litiget:d case? 


A Bo. 


£, 


Q Mar, wiv, vou stated, in yous Girest testimony, thet you 


20 & Cast manval for the St: : of Wisconsia. Is that 


That. ssunds tco lete. I would say it was earlier. 

Thet is the dato -- ¥ imagine she work was done 2axlier -- 
cheat ia the kate of the cost manial, is ‘de net? 
a Wait e minute. 3% Me s@éa the nenual Yeu are refessing %o 


und sxstand we did not pecpare the 


eanller booklet in the fronts ef this ring binder. That is a 


(nm) 
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cwgagananree Poigaaae as AAP particular day or week may 


not renvesent ths lor? van cuxrent conditions. Unless 


methods nave chaage cently, manning tables or echedules 

for the last 6 months ciculd be vsed.. Ia tice absence of such 
rvation or work | 

genmpliag sust be emloyed. snences in manning tables or 


methods of sgexatioa snail not bs coveidercd in a eest 


vt 


anzlysis until such chances have bean reflocted in 3 ange 
. ra v4 ‘ 


vecoxds for a 30 day paricd subscuue such changer*. 
$2, Gid you a@ataor oF VES this paragzaph 


qricten unasr cepaxvizion oF airection? | 


het sexe page, enritied, All Other’ 
“eens, there is a statement: 

Pa 6 month minimum expence eincicsaceon should be - 
uzsd to vetloct recant Long ter costs. in the nies oil -— 
sexaike that. I don’t think c is relevent thexe ~~ 
juss t23 ong statement «- "A 6 north miniuara expenas experie 
shoal ba word to rethict <sci % long ters Conte" 

Siz, did you anthor, or Was that, statement written 
yndes your supervision and control? 


A. Yese 


Q Roove, st the tcp ‘ 5. he second paragraph, 


shenw is ¥ statenent: 


tin general, a period of sufficient length «howld 
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be selected to cover cyclical and seasonal <luctuations 


but yet rcenresent current methods. The month in which the 
price astion occurred chat Sviscexcs the caplaint or 
investigation must be ineluded”. oe 

bid you author: or was that authored under your 
SucIZvLsSion and control, sir? 


A Yes. 


Q Now, siz, in your various oak calculations, the 3 

nain ones bsing the O'Hare Branch calculaticns, the Hammond, 

tndiana calcula and those dealing with Porden's 

“8, what aid you interpret the texts, eelling 

exponse to include? 
MR. FALIS: I object to this for a woment. The 

cnly taing f think needs clarification is, interpret the 

word, a8 used vhere? In some edgar or Mr. Bavemeyer's own 


papers oz -- there esens to be sems aebiguity there. 


BR. MATHIRS: I would like to heve the question 


reraad. iI believe it iz a perfectly proper. question. This 
cross auamination, Mr. Havereyes has used this ton in 
sevaral difverent calovlations. If it has a different | 
meansig in each of those , he can oxplain ean: 

MRR. PAILS: Ere you atking him that he meens when he 
in this particular context or what hs thinks it moans 
in othax avounents not prepared hy hii? 


RM. MATTIAS: ZF wovld asi: chat my question be reread. 
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ee 


BLS 3 @ the question rexced. OK 


tay aess 


shial: you wila bese to be mere 
mpcehede, (ot. Faunce wos aseioa ateztc cut, f think, 


Pes Se *. - - > ats 2 met ted 
wonoiebion as fa whe is use of those words ras 


hi wind cs shes chose words 


we 


yaca used by othera? ff aia uct gure Uist you hear. 


eode a anber of cust 


sece: as I have stated, 


m= eplevclations; yous 


7? Sekt nen 
Bs tGSte - 


Hew, aip, in ot cource of your vialouge cé iculLaticns, 


ghck vou have alloanzed in cach instance is 


Yelling Fupauce. Naw, OY cpLestlo Ld what is yoar 


ene comes trees ee ees 


=) 
wees on etna 
ace coam 


agpncction ult: 
seepcoekatien Sid you make ox ‘tais tecx and whet would 


sana be? 


Cent iiead 


ehit now that you have changed 

ceyete. fatinici = £2565 Jeo 

sceuse Gefinicron, 4+ ini:erpret to 

that ct: LE bw tha word, eelling, rather than vehct 


"eas. 
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x4 5 


5 . eu ye Panes «%- . ae +, on o 
the physica: deliv ; he NEGSLSAxy BvpLoxrs 


and exp2nsis Eox phyeicnl delivery, und ec that wenld onuca 
nh number of cetivities such as calliag on zecaunts OF P<os 
HOCODIGS « 
} Wowld that be by salezxcna, iz? 

Salosmen, yac, Muybe I gaid this, - sexvielag present 
sccounes, whatever the reasm hay bs to s2il more predust ox 
arever gololain:s, Lit, An jonczal, chat function. 


mae how to expand on thet. 


the ints tation you uced in your 


fe chat cerrect, six? 
ukovid also nake another distincticn. You mey zecall 


Yon axe getting ehcad of ma. “hat is uy next cucsz Lone 


*a 
oreraration point théa. You hava 3 f£unctions 
physieal dal ery 2: distribution es we call. it, selling 
and mecvhorliging. 
“wy, iow did you defina mevchamiising, siz? 
Macehendising 
| E~SEOIS cltpport + I nean, atestore is hyphenated, such as. 
at tiight ke usid thee, equipment that 
to dieplay yroeivcts, that nature. 


esha witeecn has besa oa the stan 


lew" : 
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A Tarough April, not a May, about $125, 000 in 


fees. 

Q Fow much time, dbucoxinetely , has been spent by you and 
the menbers of your staff in connection with that? . : 
A In excess of 5,C09 hours. 
: Q Would that study } have been casier had it been conducted 
at a time more contemporaneous with the event ts in weer 


A Yes. 


MR. MATHIAS: I object, Your Honor. It is beyond 


the acepe of cross. 

JUDGE HINKES: Sustained.’ | 

MR. MATHIAS: I would ask the answer be stricken . 

JUDGE HINKES: The answer is stricken. 3 : 

MR. FALLS: That is all I have. 

Y MATHTAS: Xo recross, Your Bonor. 

JURGE HINXES: One question, Mr. Havemeyer. Is 
your fee, or any part of it, contingent upon the outcome of 
this case? | , 

THE WITHESS: ‘No, ce 

SE HINKES : No other cudatinne? , 
You are excused, at long Last, Mr. Havemeyer. 
(witness excused) . 

JUDGE HINKES: How, let me ask you, My. Falls, have 
you comple ted your case, at this. poine?: | 

MR. FALLS: With the exceptions ‘that Bs previously 


mentioned, Your Honor -- the question of the Borden witness or 
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» Lee? 


understanding of Mr. Bitting's testimony, I am going to allow 


9638 


| him to continue his testimony. 


THE WITNESS: Borden had a product line of about ~ 


| 37 products. Four of those products are listed or named in 
| the document which shows media advertising. Now, the fact | 
| that up to four different products are named and described 


| in advertising does not mean that Borden was advertising only 


those products. This is a typ’.cal advertising--marketing 


| practice of commerical companies who have a line of products. 


That is, due to the expense of time on television 


| Or space in magazines and newspapers a company does not try 

| to list or explain or advertise all of its many products. 

| Instead, its purpose in such advertising is to direct the 

| reader's or listener's attention to the line of products, to - 
| the brand name,if you will. The purpose of that being to 


j influence the customer to reach for that brand of products 


when the customer is in the store, not necessarily just to 


| reach for Thirstee-Smash or Lite-Line or dips or the other 


| 


product which is named which you are talking about here. 

So, the expense shown for those four products is 
really an expense that is created or incurred for advertising 
the line of products. . 7 

Now, this is similar to what can be found in other 
industries and other product lines. I will draw upon two 


examples, one of which is cars. 


ont a 
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9639 
* : 
Chevrolet Motor Division has quite a line of cars 
| and trucks and those cars are different styles and different 
| sizes and differcat horsepower ratings and different seating 
| capacity and they are aifferent colors and they have different 
| optional features in them. 
The Chevrolet Motor Division does not try to list 
| or describe each one of those combinations or options in its 
| advertising. Instead,it will select a relatively small number 
| of automoHles or models or optional features to talk about in 
| eneir advertising program and campaign. Sd, this is somewhat 
‘like what we are talking about in the case of advertising 
1 of Borden's line of products. 
Let's take another example of consumer products, 
soups. Campbell's Soup donnane has quite a line of e~-ups,- 
} but yet in its advertising on television and its adves-ieing 


j in newspapers and magazines it does not try to direct the 


ceader's or listener's attention to every one of the flavors 


lof soups they have. 


They will concentrate on one, two, three, or possibly 
| four flavors of soup to capture the reader's or listener's 
J attention with respect to the brand name. Again, the purpose 
l being to get the reader or listener to reach for Campbell's 
| soup, not necessarily just Campbell's chicken soup. 
And similarly, not just to reach for Chevrolet's 


> fisa¥-door, green-colored car with power options, and not just 
it 
a 
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to direct the customer to buy Lite-Line, but rather to reach 
for the Borden line. 
So, this is the nature of advertising in the 
} commerical world, namely, with a line of products where there 
} are many possibilities of products to be purchased by the 


} Consumer that the customer's attention is directed to the 


i brand name. < 


MR. MATHIAS: Your Honor, before the next question 
| is answered,I have an objection and I want that entire answer 
| Stricken and I would like to note that I allowed the testimony 


to go into many, many irrelevant areas to prove just the 


| baselessness and the irrelevancy of the answer that Mr. 


| Havemeyer was giving. 

Now, we have heard an etn lot about general 
‘| industry practices by Chevrolet and Campbell's soups, but 
| we haven't heard any specific facts about these particular 


| Advertising campaigns. 


The testimony, as given by mr. Havemeyer, is totally 


 conaings and therefore should be stricken. 

JUDGE HINKES: I will not grant that motion. 

It am disturbed by the very same things that you 
|meationed, Mr. Mathias, buat I am going to allow the testimony 
Jto stand. Perhaps we will have some further development along 
this line, but in any event I think that the ebjection goes 
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more to the probative value of this testimony, something 
that I must admit disturbs me a little. 
You may continue, Mr. Falls. 
By Mr. Falls: 
iQ Mr. Havemeyer, is the analysis and reasoning you have 
| just set out the basis on which you allocated this advertising 
| expense to Borden label products generally,rather than merely 
| to the particular products that were listed in the advertising 
la Yes. 
Q Have you followed a similar technique or practice with 
| respect to other industries or other products? 
| A | Yes. 


| Q Now, have you prepared an exhibit which would illustrate 


| the effect of charging the entire cost of this media adver- 


tising of the specified Borden products to the particular 

| product rather than allocating it generally to the Borden 

| product line? 

| A Yes, = have. 

MR. FALLS: We would like to have marked as RA&PX~ 
| 244 a spread sheet titled “Calculation of Advertising Cost 
| in Relation to Product Selling Price if Borden Advertising 

| Expense is Assigned Only to Specific Items Advertised.” 

(The document referred to was marked Respondent | 


Exhibit RAGPX-244 for identification.) 
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By Mr. Falls: 
Q Mr. Havemeyer, is RA&PX-244 an exhibit which was prepared 
| by you or under your supervision? 

Yes, it is. 

Would you explain what it shows, please? 

Yes. We have analyzed the expense, the media advertising 
| expense, for three of the four products named. Thirstee- 

| Smash was not sold during this period so we have concentrated 
| on three products,which were. ye-urt, Lite-Line milk and 

| dips. 

In column A_ we have posted information which comes from 
1 source documents already in the record, shown by footnote one 


|] 4S RA&PX-234, page 88, and it also appears on RA&PX-90, page C 


1 Page six? 


[A C, capital C. This is the money, per the Borden records, 
| which was spent for media advertising for thos? three products. 
| In the next two columns I have followed the procedure 

| already followed in the Case and Company studies to allocate 

I that expense to a certain geographic area, and also to include 
| what we called "Production Expense;* which is the expense 

| necessary to develop the materials which will then appear in 

I the advertising media. 

So, in column B I have multiplied the figures in column 

| A by 119 percent, the 19 percent representing the production 


| expense and which is the Same approach which I have previously 


Statement of Robert G. Havemeyer 


3050 - 


taken in the cost studies in the record. 
In column C I have allocated the figures in column B 
to represent that portion of the media advertising and pro- 


duction expense that would be attributable to the Gary~Hammond 
| Area. o 
It may be recalled, in our cost studies,that we had 

| allocated these expenses on the basis of relative population, 
} 2nd the population of the Gary-Hammond Area was 7.17 percent 
E: the population of the area covered by the advertising 

| So, the figures in column B have been multiplied by 
7.17 percent to get the figures in column Cc. So, up to this 
point I have allocated the media advertising plus production 


expense to the Gary-Hammond Area. 


I will now turn attention to sales quantities of these 


In column D,I have posted the quantity sold of each of 
| these three products from RA&PX 75, which represents the 


| cumulative sales for 10 months of the year. In column D, I 


[have extended that by 20 percent in order to get an approximate 


annual quantity that would be sold of each of those three 
| 
| products. 


| The figures in column E are 120 percent of the figures 
jin column D. 
Now, similarly I want to associate a portion of those area 


sales for those three products to the Gary-Hammond Area and 
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I do that in eas FP through a ratio of -2179104, which is 
explained by footnote two. This ratio is determined by two 
volume figures which appear in, one in RA&GPX~-75, and one in 
RA&PX-80. Namely, the Sales Volume, Milk Regular Hammond, 
which is a definite category expressed in RAGPX-80, a figure 

| Of 959,354 points and I divided that by the total points in 

| the Hammond Area of, when I say Har-wra Area —- mean the 

| Whole Hammond Branch, which were 4,402,514. That division 

| results in the ratio of -2179104, and that ratio, therefore, 

| WAS used to determine that portion of the total sales shown 

j in column E that would have been sold in the Gary-Hammond 

| Area. 

| In column G I have determined the advertising expense 

| per unit for each of the three products by dividing the expense 

| shown in column C by the unit sales in column PF. 

So, for example, in the case of yogurt it would: be 

| $2,763 divided by 63,778 units, or a cost of 4-1/3 cents per 
unit of yogurt, 

| A similar calculation was done to get the cost per unit 
of Lite-Line milk and the cost per unit of dips.- 

| In column H, I have posted the list prices for these 

" | Products taken from Cx-135, 

In column I, I have posted as an example the net price 


|which Tittle market at Lake Street paid for these three pro- 


}ducts and they are .2127 ~~ let me say that again, they are 


So 
‘ 9645 
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21.27 cents for yogurt, 41.06 cents for Lite-Line milk, 
29.89 cents for dips. ‘ : 

Finally in column J, I have cenit the relationship 
fof the advertising cost per it to the net sales price which 
imr. Tittle paid, and it shows that for yogurt the cost of 
| advertising was 20.36 percent of the net price paid by Tittle. 
lin the case of Lite-Line milk it was nearly 140 percent of the 
| price paid by Tittle. In the case of dips it was nearly 164 
| percent of the price paid by Tittle. 
| This means disregarding all expenses of material, pro- 
| cessing, packaging, distribution, selling, et cetera, et 
| cetera, just the cost of advertising, if charged specifically 
| to those three products, would in the case of Lite-Line milk 
| ane dips greatly exceed the price received by it. 

It shows how ludicrous would be the analytical method 
| which would be based upon the assignment of media advertising 


cost to the specific products that happen to be named in the 


1 advertising. 


MR. FALLS: I would like to offer RA&PX-244. 


MR. MATHIAS: If it is to be received in evidence 
at this point, I would like some voir dire. 
JUDGE HINKES: Very well. 
VOIR DIRE 


Mr. Mathias: 


Mr. Havemeyer, referring first of all to columns H and I, 
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the list price and the net price to Tittle for these products 
on the line entitled |.ite-Line milk I see by the footnotes 
you have used the two pereent product rather than the Lite- 

| Line as the item which you have priced in this column. Why 
j is that, sir? 
1A First, with respect to the list price, the price list 
| Which was in effect in October was one, I believe, dated May 
} Cf that year and that was the price’ in effect at October, 
| which was the point of analysis, and at that time there was 
} not actually any sale of Lite-Line although by the end of the 
| year there had been some advertising spent on Lite-Line by 
|] the end of the year. 

So, I used the price for Borden's two percent as being 
la - first, there was a price for it and secondly, it was a 
| Somewhat comparable product. 
1 Q Lite-Line milk was not included in the May, 1969, price 
S isee, is that correct, sir? 

That is right. 

It was included in the following price list dated 
| December 1, 1969, for Hammond, was it not, sir? 


LA Yes. 


1Q Is it not true, sir, that in December of 1969, that Lite- 


| cents higher per half gallon than Borden's two percent? 


I think that is right. 
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ce) Isn't it also true, Mr. Havemeyer, that in the interim 


9647 


period as early as August of 1969, that in the invoicing of 

| these products to customer Tittle-Lake Street, for instance, 
that Borden charged less for two percent milk than it did for 

| Lite-Line milk? 
A Tt don't recall that specific point. 

| Q Nut you did use the two spieant price from the Tittle 
invoice, is that correct, sir? 

| A Yes. 

Q Mr. Havemeyer, I am handing you the invoice to the Tittle 
Lake Street store for the week of August 4th through August 

| 9th of 1969, and I would like you to check the price listed 


| there for Lite-Line and for two percent milk half gallons. 


A The price indicated for two percent milk in half gallons 


on line 23 of this invoice is 41.9 cents. The price listed 
| for Lite-Line on line 66 is 44.6 cents. 
fa) It is true, is it not, Mr. Havemeyer, that Lite-Line 

| was a new product during this period of time? 

1 A I am not sure how to answer that. It may have been 
new in Chicago, but not new elsewhere. I don't know the 
answer to your question. 

Q ity you believe it was new in the Chicago area, at any 
rate, at this point? 

1A Yes. 


Q In connection with that, Mr. Havemeyer, I would like to 
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show you RA&PX-75, the third page thereof, which is a summary 

| of Fluid Milk Sales-Hammond-October of '69, and I would call 

| your attention to the line marked "Lite-Line", and ask you 

| if it is not correct that cn this record of the Borden Company 
that wherever there is a reference to last years sales that 

| space is blank, indicating there were no such sales the pre- 

| vious year, is that correct, sir? 

| A Yes. 

| Q I would like to note also that in the Year to Date Sales 
there were 36,422 units of this product sold and that over 
one-quarter of those had been sold during the month of October, 
1969, is that not correct, sir? 

ee Yes. 

MR. FALLS: Could I have the last question and 
| answer read back? 


JUDGE HINKES: Sure. 


| (The record was read by the reporter.) 
| 


| By Mr. Mathias: 

I Referring back to RA&PX-244, columns D and E, where you 
| have taken the 10 months unit sales of Lite-Line milk and 
| factored them up for an estimated 12 month unit sales, this 
|vouta effect your calculationt}n that regard would it not, sir? 
| MR. FALLS: I am not sure I understand the question, 


iJohn, when you say this woud effect, what do you mean? 
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By Mr. Mathias: 
| Q If you had used the current month sales and multiplied 
| by 12 instead of averaging these sales over a 10-month period, 
| the answer would awe been different, would it not, six? 
A Yes. 
Q Now, sir, referring to columns N and E giving the 
3 quantity of the sales of dips for the 10-month period and the 
[estinated for the 12-month period, your source reference for 
| that is respondent's A&P Exhibit 75, is that correct, sir? 
Ia Yes. 
Q I take it that although it isn't stated here that is, 
again, the third page of RA&PX-75 entitled "Summary of Fluid 
Milk Sales-Hammond, October, 1969", is that correct, sir? 


A I think so. Let me check the numbers, please. Yes. 


entitled "Dips" on this page, one showing a Total Sales, Year 


¥ I would note, Mr. Havemeyer, that there are two lines 


to Date of 123,129 units and the other down lower on the 
page of 2,272, which you used, is that correct, siz? 

A Yes. The first one you referred to on line 29 comes 
under the general heading of “Greams". 

Q And the second is "Imitation Filled Products"? 

A Yes. 

° Why is it that you selected the second of these entries, 
ir, under the Imitation Filled Products? 


lA As being the product for which I had both volume informatign 
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| and price information. 
| Q Where is the price information for Imitation Filled Dips, 
| Sir, where do we find that? 
| A Well, in the case of Mr. Tittle, it would be on RA&PX- 
234, page 96, the net price for that. 
Q How can you tell from this analysis or the original 
invoice, sir, that is the Imitation Filled Dip rather than 
| the Sour Cream Dip? 


| A Could I also look at the CXx-135, please, and maybe 36. 


nt et tn ee = i Be Ac eR nee tS ae ne ny 
er ee 


I am not sure what page it is on. 
Q Here is CxX-135, sir. 

It might help if I would note, Mr. Havemeyer, isn't it 
true that the list price for Sour Cream Dips shown on CXx-135 
is the one which appears in column H on your exhibit? 

A That is right, and I am trying to recall what reference 
| I had in the record which led me to the point of identifying 


what you point out is called "Filled Imitation Product Dip” 


as being the product which I used and could make reference 


to both price and net price, and I can't recal! what that 
reference is. 
Q Looking at RA&PX-75 for a moment, sir, the Borden document, 
} isn't it true that there are no sales shown on this column 
for the previous year or for previous months of this veaus 
A That is right. 


| JUDGE HINKES: For what products? 


| 
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THE WITNESS: Of course that sort of highlights a 
point you were making before on the Lite-Line. You were 
pointing out Lite-Line was a relatively new product in the 
area and you associated that was associated with the media 
advertising. Now, here again we have the imitation dips 
which weren't previously sold in the area and the advertising 
associated with that. 

By Mr. Mathias: 

Q So, this would appear to be a new product also, is that 
your point, Mr. Havemeyer? 

A Yes. 

Q Isn't it a fact that at this point you can't tell us 
whether or not the media advertising referred to on RA&PX-90 
was associated with either the Imitation Filled Dip or Sour 
Cream Dip? | 

A As I mentioned before, I can't recall the reference I 
"had in mind which led me to this. But a point you brought 
up now would indicate the very facts you brought up on Lite- 
Line milk would support what } Jhave used in the case of dips 


in a new product. 


lo But you do not know from your own knowledge which of these 


| products the media advertising was associated with, the Sour 


} 


|Cream or Imitation Filled Dip, is that correct, sir? 


1A Yes. I said I can't recall the reference that led me to 
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| Q You can't give us any evidentiary reference at this point 

to anything that would support that position, is that correct? 

A That is right. 

Q Referring back to RA&PX-75, page 3, and to the line for 

Yogurt, if we can find it here, noting on the line for Yogurt 
under the Year to Date, the sales are 243,902 units. That 

is the figure you have used on RA&PX-244, is it not correct, 

| sir? 

A Yes. 

Q That is the Year to Date Sales for October, 1969, is 

that not correct? 

A Yes. 

Q Referring to the previous year to date for October, 1968, 
there were only 60,247 units of yogurt sold during that period 

| was there not, sir? 

A Yes. 

Q I note, sir, that CX-135, the price list only refers 

to Borden yogurt, is that not correct, sir? 

A Yes. 

Q And the list price shown there for Borden yogurt is the 

| 32 cents, which you have used in column H of RA&PX-244, is 

| enact not correct, sir? 


1A Yes. 


ib a Aa at es be 


| 
{ 
| 
| 
| 
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page C, refers to Swiss Style Yogurt, does it not, sic? 
| A I think so, but I would like to check it. 
| Q I refer you to RA&PX-90, page C. 
A I am pretty sure that is Swiss, although it is taken out 
by the punching of the hole. 
Q Now, sir, in view of the large difference in sales for 
Year to Date between 1968 and 1969, and the fact that a 
| product named Swiss Style Yogurt did not appear on the May, 
1969 price list of the Borden Company, wouldn't it be probable 
that Swiss Style Yogurt was also a new product? 
A Well, I quess you are uskas to have to define your calen- 
dar date as to what is new. It was sold a year prior to the 
point we are talking about, and the previous years figure 
is October of that previous year. And from this document 
you have shown me we don't know just when the sales of the 
160,000 units started. 
Q Mr. Havemeyer, you seem to have missed my point. Yogurt 
is carried on previous price lists, but there is no reference 
Ft a product entitled “Swiss Style Yogurt". Now, we suddenly 
find a large jump in the sales of yogurt during the year 1969. 
FON I am asking you if it isn't probable this is due to 


ae introduction of a new yogurt product which is termed Swiss 


| Style Yogurt rather than Boxden yogurt? 


1A No, I think it is a Borden yogurt and the carton would 


| show the word Borden, Borden Swiss Style Yogurt. 
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Perhaps a parallel example is creamed cottage cheese, 
| You will find on cottage cheese cartons, creamed cottage chees¢ 
| but yet when you go to the price list you don't see the word 
creamed" where there is a listing of prices for cottage cheese 
| It says, "Cottage Cheese Reqular", but yet creamed cottage 
cheese is a variety of cottage cheese just as Swiss Style 
Yogurt is a style or variety of Borden yogurt. 
QO But you don't know whether or not Borden sold a line of 
yogurt under the brand name Swiss Style in 1968 from your 
own knowledge, do you, sir, in the Chicago metropolitan area? 
| A We can't tell from this if it was either Borden yogurt 
| or Swiss Style yogurt. 
| I am asking now from your own knowledge whether or not 


| you know whether Borden had a product line on the market 


| before 1969 under the title Swiss Style Yogurt in the Chicago 


| metropolitan area? 


| A No, I don't, 
lo Now, sir, isn't it true also that you have no personal 

p reel iades of the nature and contents of the particular adver- 
| tising involved in the so-called media advertising which is 
Jevidenced by RA&PX-90? 

Ia I find that hard to answer because I don't remember all 

} the testimony on that, but there was testimony concerning this 
jmedia advertising. I think Mr. Daube testified on it. 


iQ I want your own personal knowledge now. Whatever 
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ldo not h « personal knowledge of the nature and content of 
l the advertising involved in the media advertising expenditures 
l listed on RASPX-90, do you,sir? 
1 A May I see 90 again, please? The record shows there was 
| newspaper atvertiaing and television advertising. 

Q Now, the content of that newspaper and television adver- 
| tising,do you have any personal knowledge of the content, the 
| materials that were in that neweaper and television advertis- 

ing? 

1 A You are going to have to be more specific before I can 
| answer that. 
Can you tell us what they said in the newspaper ads? 
No. 
Could you tell us what they said in the television ads? 
No. 


MR. MATHIAS: Your Honor, I have no further voir 


We would object to the acceptance in evidence of 
| this document as having absolutely no probative value in 
| light of the answers of the witness on voir dire. 


MR. FALLS: May I have a moment, Your Honor, or 


| maybe you would like to rule on that, but I would like to 


I have a few moments to examine a couple of the records used in 


I voir dire to determine if I might like to ask a few more 


Twee! 
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that was planned and hoped for. Part of my job as management 
consultant is to not Only counsel on the campaign itself, 
| but to,with management, look at the affect. So, I have had 
this experience of measuring the affect of advertising. 
JUDGE HINKES: You may continue, Mr. Palls, 
MR. FALLS: Your Honor, I am about to turn to a 
| somewhat different subject matter, 
MR. MATHIAS: Your Honor, before he proceeds, Mr. 


Fall's questioning has raised on additional question about 


| this exhibit I would like to clear it up on voir dire. May I? 


JUDGE HINKES: The exhibit, of course, has already 

| been received and voir dire would not be appropriate. 
SURREBUTTAL DIRECT EXAMINATION (continued) 

| By Mr. Falls: 
t Mr. Havemeyer, are you familiar with mr. Lemberg's 
| testimony that it was improper to allocate Borden's driver's 
| commissions on basis of time spent in making deliveries, but 
| rather the commission should be allocated On a volume base, 
ioe testimony appearing on transcript pages9404 and 9405? 
Ia Yes, 
1Q Do you agree with Mr. Lemberg's view on that subject? 
lA No, I don't. 
19 Would you explain why nc.? 
la Well, the witness, mr. Banaski, explained that the commis~ 


|sion is part of the compensation package for drivers. That 
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| the commission is a mechanism for arriving at a pay level 
| for drivers. I have also expressed that opinion myself in 

my own testimony regarding cost studies that we have submitted 
| herein. 

Secondly, time is a critical factor and a critical factor 
is a logical, permissible and a method which is used for 
allocation of costs. That is, if time of the driver is the 

| critical factor in what can be delivered, then the expenses 
that are associated withthat driver would be allocated on that 
basis. 

For example, the driver can only deliver, during the courge 
of the day, what he can do in eight hours. If we can create 
some kind of a procedure, a contract, a mechanism, a tool 
that will save time, why then we save costs, so, time is a- 


| critical factor. Therefore, it is a logical and a principle 


which is used in commerce to allocate the expense associated 


| with that time, and part of that expense is commission. 

| MR. MATHIAS: Your Honor, before the next question, 

| I didn't want to interrupt Mr. Havemeyer, but I do want to 
object to his characterization of Mr. Banaski's testimony, in 
that he stated Mr. Banaski testified the commissions were a 

| mechanism of paying a driver. This is a false characterizatio 

| of the testimony and I would like. my objection noted to that 
characterization. 


JUDGE HINKES: The record will note your objection. 
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} But, again, I accept this only as mr. Havemeyer's impression 

| Of the testimony and not necessarily the fact of the issue. 
MR. MATHIAS: All right. 

| By Mr. Falls: 

| Q Mr. Havemeyer, are you also familiar with Mr. Lemberg's 


| testimony,that in an industry where the salesman or delivery 


his compensation on a time basis? 
| MR. MATHIAS: Your Honor, I am going to object to 
that characterization of Mr. Lemberg's testimony in the ques- 
Fetaa. It is an improper characterization of the testimony. 


Tf Mr. Havemeyer wishes to give an opinion as to 


this particular item that is quite all right, but I do not 
| 


eam Mr. Lemberg's testimony should be twisted through the 
MR. FALLS: I will rephrase the question to avoid 
‘ed problem, Your Honor, 


JUDGE HINKES; Very well. 


Mr. Havemeyer, where a szlesman or delivery mzn is essen- 


[santy an order taker, is it your view that it is appropriate 
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Q But it extended trom the mid-'50's to the mid-'60's? 
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A Yes. 

MR.MATHIAS:- What is meant by the mid-'60's, Your 
Honor? 

JUDGE HINKES: Can you be more specific, Mr. 
| Havemeyer? 

THE WITNESS: 1955, 1956 and earlier. 
By Mr. Falls: 

1 Q Now. I think I asked the question, did you observe that 
Se drivers for competing companies performed the same 


I functions or did the act differently? 


a I would like to go back to my experience again. I bring 


| Company experience. For example, we made studies for manu- 


my association with Boman. 
question was whether drivers for different companies 


in this area acted in the same way or in different 


° 


The same way. 


Based on that experence, can you describe the function of 


Yes. I can describe him as an order taker, not as a 
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Salesman, certainly not as the word commission would imply 
as being a salesman. 

The consummation of the deal or arrangement with the 
Store owner or store manager was based upon the quality of 
the products being available. Tt had to be a good quality 
product. It was based upon the breadth of the product line 

| that the store manager Or owner wanted, 

For example, if he wanted to be assured of being able to 
Serve Borden's milk and cheese and yogurt and other things, 


generally he would prefer to have a Supplier who could serve 


| him all of those products that he wanted , So the breadth of 


| the line was important, 
The capability of servicing the store at & time when the 
| Store manager wanted his store to be serviced. In the case 
| of multiple store ownership, the capability of the route 
| System to service all of the stores which were being considered 
| for the deal. And, certainly price was a factor in selling 
| to a store, 

This was undertaken, the discussion of these factors, was 
undertaken between the Store manager or the store owner and a 
Salesman or Solicitor, and not with the route driver, 

So, once that deal had been consummated then the route 
driver went to the store and essentially was an order taker, 
He either received an order form the store manager saying what 


that manager wanted or he would look at the dairy case and see 
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about how much was needed to fill the dairy case up and would 
go to the store manager and say, I think you need 90 quarts 
or 200 half pints of this,and the store manager would approve. 
So, it was essentially an order taker and not a salesman. 
Q Mr. Havemeyer, are you familiar with any official publica 
tions which deal with the allocation of dairy route men's 
commissions on a time basis? 

lA Yes. 

Can you identify any of those? 

A Yes. I can identify studies used by and distributed by 
state milk control agencies. Specifically, studies which 
have been used by and distributed publically by state milk 


control agencies in Virginia and North Carolina and South 


Carolina. 


MR. FALLS: I would like to have copies of those 
marked. Why don't we mark the one for Virginia as RA&PX-245-A, 
North Carolina as RA&PX-245-B, and South Carolina as RA&PX- 
245-C. 

MR. MATHIAS: For the sake of order here, I believe 
that is going to present some problems. Just 245-A, B, C, 
without numbers of pages, page references and briefs, et cetera 
are going to be rather difficult. The proper method of 
marking would be 245-A through Z and then the particular 


numbers. 


MR. FALLS: I don't care,whatever is more convenient. 


Kew 
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short one. 
(A brief recess was taken.) 
JUDGE HINKES: Mr. Falls. 
| By Mr. Fulls: 
Mr. Havemeyer, are you familiar with Mr. Lemberg's furthe 
testimony that he did not agree with your method of allocation 
| of building expense because he felt this cost was not related 
lto the time spent by the driver of -the store, and also because 
lin his view it related to other activities such as loading, 
storage of milk, clerical work and the like, referring to 


| transcript page 9409; are you familiar with that? 


No, I do not. 

Would you explain your disagreement and the basis for it? 

Yes. Again, the building and the associated costs are of 
la supportive nature. The principle purpose c * having that 
building there is to Support the sale and delivery of the pro- 
ducts, and rs explained inthe previous answer, for example, in 
}the case of vehicles where I talked about Supportive expenses 
for the same reasons eseoussed there. 

The costs associated with the building are properly 


charged to the customers as a supportive expense and, therefore 


A < 
chargeable to customers through the route man's time. 


Testimony of Robert G. Havemeyer 9686 


3070 


Secondly, I would refer you again to the same studies 
| that we iavcoducsa before, namely, RA&PX-245-A, B and C. 
| Q Why don't you just give the page references there, Mr. 
Havemeyer, rather than reading or quoting from them. 
A Right. Page III-7, under the section subtitled “Methods. 
for Determining Distribution Costs." 


1Q Of 245-A? 


1 A That is correct, 245-A. 


In 245-B, it is page III-5, under the section subtitled 
"Methods for Determining Transportation and Distribution Costs." 
In 245-C, also page III-5, under the section subtitled 
"Methods for Determining Transportation and Distribution Costs.|® 
Q Now, in spite of what you have said, is building expense 

sometimes allocated to the various subfunctions constituted 
| an the building,as Mr. Lemberg suggested? 

Yes, 

Why didn't you use that procedure here? 

Well, it is not generally thought to be the no: mal method 
| of allocating such expenses in his analysis of dairy route 


distribution systems, and again, we are faced witn a kind of 
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As I already testified, I was not in that branch in O'Har 


| in 1956 and '66, or in Hammond in 1969, so I do not know how 


In your judgment, Mr. Havemeyer, if it had been possible 


| to allocate building expense to these various sub-functions, 


how would that have effected, in a general way at least, the 
They would have widened more in the favor of A&P. 
What is the basis for your judgment on that? 
We now have to consider the Sub-functions and how the 
uilding expense would be allocated to them. 


There were 
several sub-functions named. 


t 


First, 


4 
: 
| 
| 
i 
x 
4 
a 


there are some sub-functions which by virtue of 


the private label contract, I am talking about the sub-functions 


t the branch, had no association with Asp, They were sub- 


functions of selling, product waste, merchandizing and in the 


| case of Hammond, a sub-function of credit. There was no such 


label deal. 


Accordingly, any building space and associated building 


J ecse which would be associated to those functions,if that space 
23 | couta be identified, woula not go to A&P at all, and would go 


24 J against non-A&P store accounts. 


Now, there are Some sub~-functions which were attributable 


’ wml) 


Testimony of Robert G. Havemeyer 


3072 lon 


1 Q Do you recall Mr. Lemberg's first testimony at transcript 


9695 


| page 9414 and 15,that had you broken the branch clerical costs 
| down into each sub-function and then allocated the branch 

| clerical costs as part of those sub-functions you would not 

{ 


| have obtained any of the cost justification at least for some 


of the functions? 


A Yes, I recall that. 


}° In your judgment, Mr. Havemeyer, if you had made a precise 


eee of the expenses involved in each sub-function 

of the branch clerical expense, would the cost justification 
I that you obtained have been greater or less than the one you 
obtained using the method which you in fact employed? 


HA The cost justification would have been greater than what 
| 

| we actually employed. 

| 

| Q Why do you say that? 


i 
t 


1A There are some similarities here between what I am about 


| to describe in the clerical function anda what I have previously 


| described in the other functions, for example, there is some 


l clerical time associated with the selling function. So, if 


|we then allocated that cost, clerical cost, to the selling 

] function it would go to A&P because there was no selling to 
JA&P at the branch, it would all go to non-A&P accounts. 

| There would have been some clerical costs associated with 
jthe delivery function and, therefore, that cost or that portion 


Jof clerical costs associated with the delivery function would 
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track on through and result in cost a specific customers in 


the same manner that we determine delivery costs. This 


| Created, since the delivery cost approach we used did, in fact 


| Show that there was a cost advantage in delivering to A&P as 

| compared to other customers, if we increased the numbers of 
dollars allocated in this way we would have increased the 

|} degree of cost justification. 

7 The function of inventory control in Clerical time 
associated with that ana any cost associated with that probably 
would have been allocated to customers on the basis of truck 
loading inasmuch as inventory control is very much related to 
the whole loading tunction ana recording of volume loading on 
to trucks. 

‘ As I have already indicated, that would be disclosed by 
Our previous studies. There are some dittireacss in truck 

| loading costs between A&P and Other accounts, so if more money 


[had been allocated this way from the clerical group it would 


that time would then 
jbe reallocated or I'should say, first allocated to the function 
| in which the Clerical sub-groupings worked. 
For example, some of the maintenance costs of maintaining 
| Payroll records would have gone to the truck loading function 


;4nd some to the sales function and some to the delivery functio 
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} and so forth. However, with most of the personnel being 
loaders and delivery men more of that payroll record mainte- 

| Nance function would have gone to those sub-functions, and 

| inturn, therefore, have created even wider cost justification 

| than we had obtained. 


There is also reference to a sub-function of vehicle 


maintenance and vehicle records. Again, any clerical time 


| in associated costs relating to that would be charged to the 
vehicle costs and would have been charged,as I deem proper, 

| through the delivery costs method. Therefore, any increase 
or any additional costs would be charged in that way would 
have widened the cost justification. So, I believe we over- 
charged A&P as compared to the more elaborate method as 
described through the sub-functional analysis. 
Q Mr. Havemeyer, was your allocation of branch clerical 

| penensee, the ones made in your study,based on the assumption 

| that all customers receive the same type of clerical services? 
In other words, that a delivery was treated the same irrespec- 

I ive of to whom that delivery was made? 

That is right. 

Were there, in fact, any branch clerical functions that | 
|were required to be performed for the non-A&P customers but 
Inct for A&P? 

Yes,there were several. 


iQ Would you describe those? 
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A There was a clerical function associated with the whole 
rebate system. There was no rebate function associated with 
A&P at the branch and, therefore, none of the clerical time 
| 4ssociated with the rebate System would have been charged to 
/ A&P, but would have been charged to other customers. 
Any clerical time involved in handling out-of-date 
| merchandise would not have been charged to A&P, but would have 
been charged to the other accounts. 
Any theciies time involved in collecting cash and 
| accounting for cash and receiving checks and accounting for 
| Checks and comparing them against the bill would not have been 


charged against A&P inasmuch as there was centralized billing 


| and receipt of checks. 


Finally, any clerical time associated with the special 

| deliveries would not have been charged against A&P inasmuch as 
| A&P was not supposed to get special deliveries under the 

| Private label contract. 

So, this clerical time associated, at least with those 

| functions, would not have gone to A&P at all. 

| Q What would have been the effect if you had broken down 

I the clerical time so as to make this distinction between the 

| clerical functions associated with A&P and the saaadositiens func- 
j tions associated with the non-A&P stores? 

| A The effect of that would have been to charge less to A&P 


i} than we did,and charge more to the other stores. 
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Q Again turning to a different subject matter, are you 
familiar with Mr. Lerberg's testimony at page 9419 and 9420 
of the transcript criticizing the allocation of branch selling 
} Costs on a volume basis claiming it should have been charged 
} ona time basis? 
1 A Yes. 
| Q What is your opinion as to that criticism? 
A In effect we did that. Maybe you recall that the net 
| effect of branch selling expenses was to end up as a cost per 
| point regardless of the size of the account or the size of 
thie delivery. 
| That means then, the larger customers where a salesman 
| would have spent more time would hav been charged a higher 
} total cost than smaller customers where a salesman would 
| spena less time. Therefore, we would come out as we did, 
teh the same cost per unit. 
}Q Did you have any basis on which to determine the actual 


i time spent by salesmen with particular customers other than 


jon the basis of the assumption that a large customer would 


| require more time than a smaller customer? 


1A No. 


lo There were no records to enable you to do that? 
1? No records. 
HQ Now, again turning to another subject matter. Are you 


jfamiliar with Mr. Lemberg's testimony that account should have 
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ibeen taken of some expenses that in his view were incurred 
iby Borden in serving A&P but not in serving the allegedly 
| unfavorable customers, referring particularly to the time of 
| Mr. Tarr, Mr. Malone and Mr. Gose; do you recall that? 

Yes. 

Page 9420 of the transcript. In your analysis and study 
| did you, in fact, take account of the costs associated with 
| the time of Mr. Tarr, Mr. Malone and Mr. Gose? 

Yes, we did. c 

How did that happen, or how was that done? 


| A That is charged to stores onthe basis of a ratio. In the 


case of O'Hare it was 5.276 percent, which was added on to 


| the aggregate of all other costs chargeable to the customers, 

| and that would be found in the individual summary sheets which 
show the cost of dealing with an individual customer. 

Namely, after we had determined funtional costs for truck 

loading and selling and advertising and so on and so forth, 

| we aggregated those and then added 5.276 percent in the case 

| of O'ilare, which was the mechanism for getting the expenses 
associated with those gentlemen to those accounts, 

| Q It might be helpful at this pcint to refer for just a 

| moment to RA&PX-233 at page 6. Do you have one, Bob? 

| A Yes. 

19 If I understood what you said, Mr. Havemeyer, you con- 


| cluded from your study of the Borden records that the cost 
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associated with these men were included in one or another of 
the accounts listed at page 6 of RA&PX-233, is that right? 

A That is right. 

Q Which account, at that time,do you think that was in? 

A Account 020, Sales Overhead. 

"im, MATHIAS: Your Honor, is this an assumption? 

‘If it is an assumption,then I don't believe it is permissible. 
we don't need any assumptions here on the record. 

By Mr. Falls: 

Q What was that based on? 

A The analysis of the ledger cards for those accounts listed 
on page 6. 

Q So,that whatever expense there was associated with Mr. 
| var, Mr. Malone, Mr. Gose, or anyone else in the category 
| of sales overhead was distributed by the mechanism of this 

| 5.276 percent you referred to? 


A That is right. 


| 
| 


Q And a part of that went to A&P and part to non-A&P stores? 
A 


{ 


Yes. 
Q Now, in your view, Mr. Havemeyer, would it have been 
| proper to allocate some or all of these men's salaries directly 
| to A&P? 
In I am sorry, I didn't quite hear you. 
ho In your opinion, would it have been proper to allocate 


| some r all of these men's salaries directly to A&P or the 
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LA Yes, but if we did we would then also have to make a 
| similar analysis of those people who were not directly related 
| to A&P and to those people whose activities were related to 
other types of business. 
MR. MATHIAS: Your Honor, I am going to object and 
ask that last answer be stricken as having absolutely no 
foundation. There has been no showing that there were such 
| people. 
JUDGE HINKES: Let's have that developed,if it can 
| be, before I have to make a ruling on that. 
I think you will have to establish, Mr. Falls, the 
basis for the witness' response. Were there such expenses, 
| how were they treated and so on. 
| By Mr. Falls: 
1Q Could you tell from the record what was the office with 
which these expenses were associated? 
MR. MATHIAS: I object, Your Honor, no foundation. 
MR. FALLS: We haven't gotten an answer. 
MR. MATHIAS: There is no foundation for the question. 
| There is no showing this witness knows anything about what 
went on in that office. 


| JUDGE HINKES: I think we will have to Limit our 


| inquiry with this witness to his examination of the record. 


ces eae of Robert G. Havemeyer 
By Mr. Falls: 
Q Let me generalize my question a little bit, Mr. Havemeyer. 


i Let me ask you to refer to RAGPX: “8, I believe it is. I am 


not sure of the exact title of the document, but it is 


identified and it defines certain of the accounts we are refer 


ne aie 


| ring to, including Location 730. Could you get that in front 
| of you? 


Yes, sir. 


<a tnek solemn ieipent 


low is Account 730 described in that document? 
It is described as the Chicago main office. 


1 Q Is that the location for the accounts which were utilized 


| 
| by you on page 6 of RA&PX-233? 


| A Yes, it is. 

iQ On the basis of your analyses of the records and their 

| structure, do you know what areas were under the Chicago main 
| office or what accounting subdivisions were under it or asso- 
| ciated with it? 

| A Yes. It would be certainly the divisions or locations 

| enumerated on this which, I think, is RA&PX-68, such as Irving 
| park, Holland Road, Milwaukee Avenue, Libertyville, Rockford, 
[e1gin and so forth and so on. 

lo All right now, let me put to you a hypothetical question, 

| Mr. Havemeyer. If there were persons at the Chicago main 

| office who performed services relating to non-A&P store business, 


jand if there were persons there who also performed services 
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relating to the A&P store business, would it be appropriate 
| to allocate directly to A&P the expenses in that office asso- 
| ciated with their business without also allocating to the 
other customers the expenses of that office associated with 
their business? 
MR. MATHIAS: May I have that guestion read back, 
| Your Honor, before the witness answers. 
JUDGE HINKES: Yes. 
(The pending question was read by the reporter.) 
MR. MATHIAS: I have one objection. There is a 
| non sey cur in that hypothetical. It is not posed that these 
persons are working exclussively on A&P or exclussively on 
| other accounts. They can be working on A&P and also working 
|} On other accounts. the way the question has been posed, I 
| believe it is defective. 
JUDGE HINKES: Perhaps you want to make that a 
| little clearer, Mr. Falls. 
| MR. FALLS: I am not sure it is confusing, but I 


} will restate it in a effort to be as clear as I can. 


| By Mr. Falls: 


| Q Mr. Havemeyer,if there were persons at the Chicago main 


| of fice who spent some or all of their time on the A&P business 
| in the area we are talking about, and if there were also 
| persons in that office who spent some or all of their time on 


| the non~-A&P store business, would it, in your opinion, be 


ee 


ee: 4 a 


woes ee 


ange tee 


ee eS I 


TRY RS. 


aT 
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Hedpee ‘to allocate directly to A&P the expenses associated 
ae with people who handled their business without also allocating 
directly to the non-A&P store customers the expenses associated 
with the pcople who spent their time on that business? 


A fhe answer would be, no, it would not be proper. 


ne) Were you able to determine from the record you had what 
amount of time or expense of the Chicago main office was 
devoted to non-A&P store business? 
A No. 

MR. MATHIAS: objection, Your Honor. There has been 


i mo showing there was any such time yet. 


12 | JUDGE HINKES: I think the question nevertheless 

‘ 
9 | was answerable. Was this witness able to make any such separag 
14 | tion? 

15 MR. MATHIAS: I think the proper question is 

16 


whether or not there was any showing of any such time, was 


| 
| 
\ 
7 phe able to determine whether any existed. 
| JUDGE HINKES: I think that is implicit in the 
\ 


19 || question, that is my point. 


20 MR. MATHIAS: Well, in that light. 


hm 
ont 


MR. FALLS: Would you like to have that question 


read back? 


THE WITNESS: Yes, I want to make sure what I answe 


| yes or no to. 


(The pending question was read by the reporter.) 
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THE WITNESS: The answer is, no. 

MR. FALLS: Mayhe this is a qood point to break, 
Your Honor. 

MR. MATHIAS: Before we do, Your Honor, I would 
like to note complaint counsel still have an outstanding 
motion to strike which you reserved ruling on until the end ‘ 
| of this questioning. 

I believe the motion to strike should be granted 
now and that the later testimony did not support the statements 
that the witness made in assumptions concerning the split-up 
of time in the central headquarters. 

MR. FALLS: I have forgotten now which question and 

] answer that was. 

JUDGE HINKES: You are referring now to the allo- 
| cation of men such as Messrs. Gose, Tarr and Malone, is that 
| eights 
! MR. MATHIAS: Right after the statement that early 
fin this line of testimony he referred to Mr. Tarr, Mr. Gose 
| and Mr. Malone and others, and how they were in his opinion 

allocated through his procedures. Then he put an answer in 


the record concerning the fact or his allegation there was 


: 
;@ dichotomy of sorts in the central headquarters in which some. 
i 


| people were working more or less exclussively on A&P and there 
| 
were others working more or less exclussively on the other 


} accounts. 
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| stricken and you stated that yor would allow them to continue 
| this line of questioning to see if the background could be 
| developed. 
Now it is quite evident from the witness' last state 


ment and since the document he reviewed did not give any infor 


| 
| 


mation along this regard, that he could not make such a state- 
| ment, and I ask my motion to strike be honored, sir. 

MR. FALLS: I wonder whether over the lunch recess 

| it would be possible to try to identify the exact question 
| ana answer to see whether, I must say, it faded a little in 
I ny mind, perhaps, Your Honor, has it more clearly in mind. 
MR. MATHIAS: It might be best if the reporter could 
| locate it for us and give us the exact answer. I did move 
| to strike and there wasn't a firm ruling. 

JUDGE HINKES: We, of course, can go back to the 
record if necessary and I don't think I need make my ruling 
until after the lun .: break, so we will have an opportunity. 
But let me ask a couple of questions of Mr. Havemeyer along 
these lines and see whether I understand the situation. 

| Assuming Messrs. Gose, Tarr and Malone worked 

| exclusively on A&P business, assuming further that others in 
| the office worked exclussively on non-A&P business, would it 
| 


be proper to allocate the expense of Messrs. Gose, Tarr and 


i Malone exclussively and entirely to A&P? 


| 
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THE WITNESS: Not without performing the other 

| analysis, Your Honor. 

JUDGE HINXES: ‘The other analysis being to allocate 
| the cost of all the others to the non-A&sP, is that it? 

THE WITNESS: Yes,sir. 

JUDGE HINKES: Making the further assumption that 

| these three men again did the same kind of specialized work, 

I but that the others in the office had a mixture of functions, 
| both A&P and non-A&P, under what circumstances would you deem 


} it proper to allocate all of these three men's expenses to 


| A&P alone? 


THE WITNESS: I have to qualify my answer. I 
| suppose it would depend upon what proportion of the other 
persons time were spent on A&P and non-A&P. To illustrate, 
| if it would be demonstrated or tracked or proven tixat 99 per- 
| cent of the other ines eins were spent just on A&P, then 
| it might be appropriate just to allocate Malone, Gose and — 
| just to A&P. 

But, just to pick the opposite extreme, let's say 
one percent of the other persons time on A&P. It would not 
| be proper to allocate Malone, Gose and Tarr just to A&P “ick 
| out undertaking the other analysis. 
So, the general ans in principle ir juann be not 
| to do it. Not to make the one allocation without making the 


| other. But I would have to admit under certain circumstances 
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it might be proper. 
JUDGE HINKES: If you know that in any event the 
l expenses of Messrs. Gose, Tarr and Malone were exclussively 
| for A&P business and you didn't know what the efforts of the 
others in the office were, whether in whole, in part, or in 


| not at all for non-A&P business, what would be your judgment 


fas to the proper accounting approach? 


THE WITNESS: Well,you would still have to make 

| the analysis of both segments because you have a substantial 
| amount of personnel related expense in these accounts. 

| JUDGE HINKES: And if you didn't make that analysis 


then what is your answer as to the proper accounting technique? 


excuse me, I am getting confused. 


JUDGES HINKES: If you just didn't know what the 


| 
| 
THE WITNESS: Well, the proper accounting technique, 
| 
| 


|} others in the office were doing, but you did know that these 
| 


| three men did all A&P work, what would the allocation of their 


} 


}expense be, in your opinion? 
| THE WITNESS: I would allocate all of the expense 


Jon some average basis, which is what we did. 


JUDGE HINKES: All, that is the three as well as 
the rest of the office? 
| THE WITNESS: Yes. 

MR. FALLS: Maybe I can illustrate it with one more 


question, Your Honor. I think you brought the point out quite 
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By Mr. Falls: 

Q For example, Mr. havemeyer, let's suppose the record 
i shows this Mr. Tarr spent 80 percent of his time on the A&P 
| business and let us suppose it is the fact he spent the other © 
| 29 percent of his time on non-A&P store business. Would it 
| be proper to allocate the 80 percent of his time to A&P with- 
} Out allocating the 20 percent to the non-A&P store business? 
| A No,it would not. 
lo And I take it the same thing would be true if Mr. Malone 
| spent 50 percent of his time on A&P and 50 percent of his time 
a non-A&P? 

IA That is right. 

| MR. FALLS: Okay, I am ready so bresk for lunch. 

: JUDGE HINKES: I think this puts in a little clearer 
| focus what this witness is testifying about and we can explore 
| eurthes the admissibility of the testimony if you care to 

| pursue it, 

| MR. MATHIAS: I would, if the reporter could locate 

| that objection for me and the statement right before it, like 
I that read back. 


JUDGE HINKES: Very well, we will recess for lunch 


1 
\ 
| 
| 
} 
| 
i 
| 


at this time. In view of the holiday season it might be 
| advisable to take a little longer period for lunch, I am 


| afraid. Let's say 1:45, if we can make it by that time. 
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i is concerned it certainly was a saving associated with central 
billing, otherwise it would not have offered a two percent 


| Oiscount for that service. 


Q Now, turning to the other items that Mr. Lemberg mentioned, 


| why did younot charge A&P with some amount of extra expense 


| which might have been attributable tothe segregation of private 

label products or to any additional manufacturing costs for 
private label products? 
A First, we have testimony from Mr. Pergler that there * 
was no additional cost in segregating the product between the 
two lines of products, two brands of products at the branch. 
It came to the branch in a segregated manner and it was 
maintained in a segregated manner and he said there was no 
extra cost involved. So, I did not have to associate any 
special and additional cost to A&P for that alleged segregation, 

Now, let's go back tothe plant. The plant was a highly 

| automated plant including palletizers, and the automated 

| equipment associated with automatic lines. 

| When you have a larqe volume of a private label run, 
such as you had in the case of A&P account, why the private 
label product line is run through a machine and handled auto- 

| matically right on to the point of casing it and stacking the 

| cases and palletizing the cases on a pallet. So this handling 
|}of a large volume of private label run would be the same way 


| that the packaging and handling of Borden label products 
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would have been handled. That is, the Borden label products 
would go through the packaging lines in the same way right 
} on to the pallet. There would be no difference in: the cost 
< and specially would there be no difference in the cost where 
| there were multiple lines or packaging lines for the same 
: dive package. 
The plant was large enough that it indeed had installea, 
for example, more than one line that could package paper 


| 
half gallons and more than one line that could package gallons 
| 


and more than one line that could package smaller package 
That means then that Borden certainly had the capability 


one line and the Borden label products for the same size 


package on another line. It was just not necessary to run 


| 
bi had the equipment there to run private label products on 


| those two product lines on the same machine. 

| Now, let's consider the possibility that they might have 
I run the two product lines on the same machine. Any additional 
| costs involved there would be very, very small on a unit basis 


minuscule. 


Let's suppose for the moment that Borden label products 


} 


| 
| 
| 
j 
| 
| 
| 
| 


in the paper half gallons are running through a machine and 
| finally we have come to the end of a Borden label product line. 
HALL right, the only extra cost involved to now switch to the 


| private label line is to take out of the sleeve of the. 
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| packaging machine whatever few catron blanks may remain in the 
| Sleeve, take those out, put them aside, fill the sleeve with 
| carton blanks for the private label product and push the 
| button and go on bottling again. From that point on,it 

the cost of packaging the private Labes would be just 

as the cost of packaging the Borden label. 

the only additional cost would be once per run would 
there be this extra cost of in the neighborhood of a few 
seconds , less than a minute, perhaps, to take out the remain- 
ing carton blanks and put in new carton blanks. If done on 
separate lines of the same kind of packaging machine, no 
additional cost whatsoever. If packaged on the same packaging 
line, a minuscule packaging cost. 

Now, again, turning to another subject. Are you familiar 
with Mr. Lemberg's suggestion in his testimony at transcript 
pages 9465 and 9466 and 9475, that you prepared your cost 

ae in such a way as to maximize the cost differences 
between A&P and the new customers? 
MR. MATHIAS: Your Honor, before the witness is 


allowed to testify, I would like to check those transcript 


JUDGE HINKES: Very well. 


MR. MATHIAS: What were those page references again? 
MR. FALLS: 9465 to 66 and 9475. 


MR. MATHIAS: Your Honor, I am going to object to 


{ oe, 
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In genssal, “long-range contracts are those that endure 
ovex ceveral ceive particularly if among buyers ané sellers 
tnat eccount for, say, a roascuebly larce shere of the market, 
ana to take on soma of the ‘aeintin, rezlly, of vertical mex=- 
e2x3s end at least sneremaces tha possibility of foreclosure. 
Lbout all I can say on thet point is: x would regard 
exxargements terainable at will not only because they are 
customary in the industry and, therefore, one would cone] de 
tuls is just the way this iadnetxy EWN, but it also avoids the 
Eo! sibility of foreclo: suse of A and P ac a mirk cect, lat us say, 
fecw otter coinpatitors of Borden. 
In sum, lorg-range requi:ements contracts, to oscmendete 
‘t luwst, tend te take on ee rossibilities of anticompetitive 
ckicuts that contracts terminsble at will just do-neot have. 
¢) in your expsrioncs, Dr. Markham, ave teiminable-at-vill 
GcMcayeMents uunsual.with vespact--to products of te xird? 
— ali I vezxa in the rucord, ‘all the islet aééressed 
tus point led m2 to the conclusion that this is guite nor=- 
tte Lf don't believe < euss acy test: anany to the ezlect that 
err ovchar sort ei Contact wa: ususliv neountered tn this 
“¥ own pies kia with ¢ 
seusoxe Ly. thie cast we did ales Lucd ms ‘ss hast ccs.clu= 
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1 ottvetions whore dairies had loag-range contracts with 
YSRL LES o | 
JUNCZ HIKES: Off the record. 
(Discussion off the record.) 
Juve WOES: On the record. A ani P Exhibit 
Howser 125 is reczived. j 
(tia: docuuent referred to, heratofere mark:4a for 
identification Reepondent A and P's rehibit 125, wag 
reesived in eviderce.) 


By Mz. Falls: 


Q rst ma ask you, Dr. Markham, to lcok at Commission 


Excibit 254. Let m: ask you «whether, in your opinion, th? com 
avizen set out oa this exhibit danonstxates thet A and ?*s 
pouail price for this product was nore stable tl.en the prices 
envnved in the Cnicago market by others. | 

& Ko; you can’t draw any ecnelusicous on that point from 
tris: Lwo prise caries because of the ai tdeceue in methodology 
sad :everege of the BAS serie: and that of tke A and P 

peiv oiling DeLee. ) 


J covledl vlebox ts on that if you wovid care to have «3 do 


Yee: would you ple-sen? 
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= te with peice auccsta ter: is the BLE prica. Stat is the 
Rith conponrsccs cf ch. vuxeau cf Labs Statistics’ price index; 


eote. te Qo: by a te’: by co#t.xrhaneive survey of cctual prices 
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Pobrtugcy of 1.965. 
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How was the private lebol pried out-cf-store by A&P 


she Daytou, Ondo, markat:? 
I priced the private label mi2K and dviry products in 
“ive Davten, OhLo, market Slightly lower than we had been 
*liing the brand label. : 
On what basis did you set a slightly lower price for 
“49 private label milk and dairy products in ths Doyen, 
the, market? : 
Thies was due to the fact that prior te the introduction 
 oxivete label thexe, we were being under3old by soma 
competitors. 
con't follow what happened? 
I priced the milk to meet tha compatitive price on the 
Ebb ia i 
You pricad the private label milk to moat your 
spatiters' orices? 


Yes. 


Why did A&P switch te private label miik dir. thy 


ssomusolis, Indinaa, Cincinnati, Ohio, anc Dayton, Ohio 


fee? 
Ke switched to private label milk and calry products to 
Vo cus ‘G2 ous rebates. 
Nou, My. Miller, did yeu reccive any guidance “rom 


stion of tha pricdig of privat}: 
tt 
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“ 


{wee 
already an exhibit in this case, is available for Your Honor to 


“oss 


If there are speciZic :arts of it that Mr. Mathias 
wents to refer to in argument, that is a different thing, but 
I think the purported atvenpt to quote the content of an 
exhibit back into the eine. espscially when it is this kind 


of handwrit ten ext.ibit, can only cause confusion and is not. © 


appropriate. 


JUDGS HINKES: Well, of course, the document has not 


been received in evidence yet. 
MR. SCHAEPZR: I beg your pardon. Than on that basis 
I cbject to his reading from the document. 
: JICGE HINK=S: I think it micht be preferable, 


My. Mathias, if you stated the nsture of the information withou 
quoting it. 


MR. MATHIAS: All right. -: 


JIDGE HINKGS: And indicating why you think that is 


relevant to this proceeding. In other words, this document 
Gemonstrates the cate when negotiations began. 
‘MR. MATHIAS: All right, Your Honor. It is going to 
be impossible for ne to go through this without characterizing. 
MR. CURNIN: Your ea I didn't object only because 
I didn't think there was going to be a iittala reading of 
the document but I understood Your Honor's instruction to 


Counsel was t> address himself to each document and to give one 


° 
a 


Let 
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I think very briefly that covers it. 
Q Dic you have any responsibilities or duties with reference 
to the A&P private label program at the O'Hare branch? 
A Yes, I did. 7 
Q Whet were your responsibilities and duties with reference 
|} to ASP's private label program? 
A My duties and responsibilities were to rearrange our routes 
to a point where we could service A&P stores at the time they 
needed the service and demanded the service. 
Q Were you responsible for the delivery to A&P of its 
product? 
A tie 
Q Did you have any responsibility for delivery and service’ 
to the cther customers served by the Borden O'Hare branch? 
A Yes, I did. 
Q : Now, did you have any responsibility with respect to the 
prices to be charged the non-A&P customers served by the O'Hare 
branch? 
A Yes. 
Q What was your responsibility to prices? 
A Well, my responsibility there, of course, was to enforce 
the price list that we had fron Borden, our published price 
list, and in cases where we had competitive problems we met 


competition at times. 


Q You say you met competition. Do you mean by that that you 


Testimony of Joseph J. Perger 
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departed from the Borden discount schedule? 


A The regular disecunt schedule. 


Q : Did you do that under your own author:.ty? 
A Yee. 
Q Will you describe the operation cf tn: O'Hare branch and 
details of its sarees and pricing prograi:? 

i f 
A At the O'Hare brench -- would you rep at that question, sir 
1 Q Will you describe the method of opera::ion of the O'Hare 
branch with particular emphasis on the det:.ils of the delivery 
program? : 
AK’ As far as the delivery program is concerned, we, of course, 
hai 5 make certain that our customers reccived regular and 
prompt d2liveries as close to a schedule ais we possibly could 
maintain and make adjustments in ovr deliv.:ry schedule as 
needed. 

I an not sure I understood your question. 

Perhaps I can ask you som2 more detailed questions. 

Will you deseribe the physical layout of the O'Hare branch 
of the Eooden Company? 

A Yes. To begin with, we hed a cooler, the approxinae 
size beiag 135 feet by 50 or 60 feet in wicth, which had four 
entrances and exits to it, one in each dir:.ction, north, south, 
east and west, and the front pest of the building we had 
reserve stalis for six trailers that came in with milk from 


our Woodstock plant. 
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All the milk was delivered to us on pallets. We used. 
fork trucks to unload the treilers and put the milk in our 
cooler with exceptions being toward the end of the period when — 
we were expecting tricia from oedutock, we would unload the 
trailers directly into thd route trucks. 

Then when our locders were loading the trucks, they would 
take the milk on pallets again from the cooler directly onto 
the trucks. : : 

Q What type of routes were operated out of the O'Hare branch? 
A _ Mell, we had company-operated routes thet we termed stere. 
aoe and bulk routes, bulk being where they served restaurants 
institutions and hotels, et cetera, that type of business‘on 
the bulk routes. 

Then we also had independynt vendors end distributors. 

What is an indevendent vendor or disteibator? 

A An independent vendor is a ian who operated his own truck, 
his own route, it was inte own business. A distributor is 
another name for a vendor that had more than one route. 
Q You say operated his own business. You mean he bought 
; the milk from the Borden Company ard sold it to whomever he 
could? | | 
A That is correct. 
Q Were there such cales known as Suites aakae at the 0'Hare 
ieaneit 


A Yes, there was. Now explaining countcr-sales, this ifs 
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where someone came to our location to purchase milk. It could 


have been quart milk or in larger quantities, where they paid | 


cash for it. 


Now another type of counter-szle that we had was sales 


to the Navy; foe instance, at Great Lekes. The Woodstock pant 
made the deliveries direct to Great Lekes Training Station 
via trailers, but they being a processing plent, they had no 
way of tamdling the seles of the prbeuat to Creat Lakes. So 
we Sonia that as a so-called counter-sale. | 
Q amet particular delivery from Woodstock to the Naval 
station would not have physically gone through the O'Hare branch 
A No, at no time. 
Q Would you dascribewhat a pallet is, ir. Pergler? 
1A The best description I can whale of a pallet, it is a wooden 
platform approximately four and a half by five feet in size, 
and@ about eight inches high with , supporting board in the 
ij} center cf it, allowing a fork truck to enter between the center 
|| poard ard the two sides and Lift it up and Te it to whatever 
designation we wanted it. 
Q I take it the cases of milk and milk vreduets acre stored 
A Yes, that is the way we receive it from our Woodsteck plant 
Q How many cases, if you know, ere on a pallet? 
A Theva were 30 caces with the exception of gallons oe 


milk which were in glass, there would be 36 cases then. 


Cex) 
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Q From 196% to 1968. 
A It was served by store routes. 
Q Now after the Tripp Avenu2 plant was closed down at the . 
end of 1983 and the O'Hare branch was opencd at the beginning 
of 1964, how many store ieukes did Porden Company operate out 
of the O'Hare branch? 
Twenty. 
So it went from 26 to 20? ° 
Twenty. | 
Was there any further reduction after the beginning of the 


opening of the O'Hare branch? 


A When we first moved to -- yes, we reduced it Finally to 


13. 

Q Will you describe what happened and at whet stages it 
went from 26 to 13 and, if you know, that vere the Seasons for 
the reduction in store routes? . \ 

A Nuxber one, when we closed the Tripp -venue plant we made 
26 to 20. ‘So when we moved into O'Hare we had 26 company 


store routes. After re went inte the private label program 

ot — tes. Attern ve went inte tha P: as 25 ees PANS ects. : 

with A&P it afforded us an opportunity to »educe the number 

an eeeees. « A Le, — Recs, z 

from 20 30 ts 3 by this private label prograr. that we entered 
es et age 


ete 
into with A&P. 


arene” a 


Now prior to the private label program our men served 


— 
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we had what we termed the Pee... iieg our man just delivered 
| the milk into the back room or their coole. He did not stack 

the dairy case. As stated previously, they had to have the 

next day's order ready for our man so that he would know what 

their needs would be. They also had to have all the empty 

cases ready for him at the back door, stacked neatly enough 

for him to remove from their premises in an erderly fashion. 

There were to be no special deliveries and also we were 
not taking wut any outdated merchandise from the A&P stores. 
Tha only thing we ever gave them credit for were containers of 


product that was directly our fault. | 


ee eee ee i 
. 
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Q Mr. Pergler, wes there any practice under the private 
label progran with detineens to AGP's ordering of split onees 
or full eases of a product? ; 
A Well, we insisted upon them ordering their sates itens 
such as quarts, half-gallons and gallons of milk and pints of 
half-and-half in’ full cases. The minor products such as quarts 
of chocolate, quarts of buttermilk, sour cream, that they — 
could order in less than case quantities, 
Q What did the A&P ee manager, uhoaver it was, from A&P 
a gave the Borden order, on what kind of destin’ ahs you gi 
this order? | : 
A It was what we termed a chainstore ticket. It was Pe : 
delivery ticket as well as an order ticket. It served @ duad 
purpose. - : 
Q Was there a separate delivery ticket Sen pri ivate Label 
purchases and =~ Borden label purchabes to each of thé A&P 
stores? 
A No, this was one complete ticket. It had both private 
label ard Borden product listed on it. 
Q How did A&P and its stores comply with the terms and condi-| 
tions of the private label program? 

MR. MATHIAS: Your Honor, I an . going to object unless 

there te some Shandatiox laid for the question. 


MR. FOLEY: Zz think the witness has testified’ he was 


the man. responsible for the dsiivery System, ‘he supervised the 
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operation of the deliverymen, he was responsible for all the 
operations of the O'Hare Branch. — 

MR. MATHIAS: = ee bean no testimony he partici- 
pated in any of the eeliveries. : 

JUDGE HINKES: Perhaps your question should be limited 
to his instructions on delivery inasmuch as we have nothing to 
indicate that his instructions were followed. Perhaps they 
were differert from his instruction. | 
By Mr. Foley: 
oe ir. Pergler, cid you give instructions on delivery to the 
Borden drivers? : 

A Yes, I did. 

Q What instructions did ee give them? 

A I outlined to them the terms of the private label program 
we had with A&P and I had asked them to report directly to me. 
in the event that there was any lack of poe oe on the part 
of A&P store caesniat, 

Q Did you receive reports from your drivers? 

A Yes, I did ee were all very satisfactory. They had 
a hundred percent Sctcanicion from the store personnel. 


Q Now you previou:ly mentioned the pallet system of delivery 


from Woodstock. Was this the same type of delivery system that 


was effected at Trip Avenue? 
A No, it wesn't. At Trip Avenue we had the bottling plant 


in conjunction with the branch. Our type of loading there was 
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manual. In other words, we loaded the trucks manually by 
dragging off of a platform into the tuck five cases oF milk 
at one time. This is the reason why we used as many men in 
loading end unloading at Trip Avenue versus what we used at 
O'Hare Branch. It was the manual operation versus the pallet- 
type operetion. : a 
Q Mr. Pergler, once again just to clear up a point, do 
counter sales include sales to Borden vendors? 

A te. ; : 

Q Now were you familiar with the expenditures of Borden*s 
O'Hare Eranch? 

A . Yes. 7 

Q Ane in particular were you familiar with the petty cash 
disbursement made out of the O'Hare Branch? 

A Yes. 

Q Can you tell us, Mr. Pergler, were any of the petty cash 
disbursements at the O'Hare Branch used for the service of A&P? 
A No, they were not. 

Q Whet tyre of service was being reeeived by the non-A&P 

cu Stomers of Borden on the O'Hare Branch? 

A Well, the non-ASP customers received what we would tern a 
full service-type delivery. This entailed our man putting into 
the stora the amount of merchandise he thought they would need. 
He stocked their dairy case. He would remove all outdated 


mexchandise and give them credit and then he would collect, as a 


: 
| 
| 
| 
| 
| 
| 
| 
| 
| 
! 


bg 
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rule, cash daily on his deliveries. 

Q Who would make out the order? 

A Our man would make it out, si. Our nan did everything 

at the store. The storekeeper did nothing. 

Q Would the Borden driver in delivering to the non-A&P cus- 
toners make entry in his route boo as to the quantity of 
produat delivered? a 

A Yes, he would. Each day he would ent2r into the route boo 
the amount of merchandise he had left and the amount of monies 
he had collected or the amount of monies that were charged chat 
perticuler iene, 

Q Weve route tcok entries to be made by Borden's deivers to 


the A&P stores? 


A | No, there was ro need for that once we got. ato the private 


label. 

nak Oke 
Q Why was there no reason for tae-enes you got into the 
private lebel? 
A For the simple reason thet vhave was no money changed 
hends anc th: store tickets were computed at our Kilborne Avenu 
location. 
Q What is the KiJborne Avar.ue location? 
A That was our geneval office, district office. 
Q So the drivers did not collect any peyarrt from AEP stores 
A None ‘whatever. ‘The billing to A&P wes done fron our 
Kilborne location. 


3105 


Hoi did the Eordir. deive: deta-aine how much proéuct to 


onder For th? nen-A&P custeoma:e? 
A fouhink largely 1% shouleé be torough oxperienee, by servins 
@ 


the stove fo: a Length of time and then kesoing a record in 
the vou're book of wha‘: he had been selling trem, he vould arpiv 
ai: a given anount that should be 4a the stoz2 at all times, 
during ke week as well as weekends. Thera was a buildup, in 
other words, on a weel:end which would differ fron sae duving 
the week. 

Hic row:e book would indicate chat in the event he had a 

| dey of f cr wont on vavation or wniatever the »eason might be. 

1 Q Covle you give us an exarple, Zac us say, for how he would 
krow hot many cartons of half-salior.s of homogenized milk to 
leave at Store X? 

<3 { say, by serving the store for years he would 
Just about what te leave. Now curing the week the 

'needs of the average vtore would 2s less tran what they weuld i 
on a weckend. So, he would mé:ek in his rovte book the amount 

tnat chould be on nend during the weekdays, the 

' as ouat cf mepshandise that: showld be left on hand en Saturd:zys. 


then duving th: 


He voule build uy to this axount. In oifer words, if he 
detemaired that tita stove needid 100 balf-callons of nilk on 


turcay and when 2c amdived there end thay nad, we will say, 


Geox § 
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20 Lett weer Peo say : “12 out fu 3, tvile is up te * 
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on 
on 
. 
= 
{- 


Didar cheve 33: 
Q Now youll ne cetemine tac: 
fron Falday? 
A {t sould be in th? dairy cus<." H2 would see 
count it. 
Q Yow were specials cr prometi ons of ercaucts offered by the 
Borden Cunpany to its aqustomers 
A 
zo on, ite. Foley: hew did 

this buildup “chat you sey the ceiver mad2 for feturday deliver~ 
So5 co non~A&? stoves, how oad thit differ Foon nis practice 
in the A>P stores? 

“HE WITEESS: Yhe ASP stere perse: snel gave ocr Mar 

what their neecs ould be. 


HINKES: Withore -:15 eovating «hat was 


VHE WISENSS: te had so-: “ing to ¢o With it. 
| yay theis res pousibi 
| JUDGE HINKES: You m7 continue. 
| 
i By Mr. Foley: 


Q Dig the A¢P store manager or store hes ,gonnel who gave your 


dypiver tie order hand ‘yim the crder eLoKet? 


| 
| 
| Yes. Thry gave hor the exe day's ordszo the day that he 


ene rakicg that dey's del ivery. “2a otier Wor. *s, if he was makes 
4 
| 
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By Mr. Foley: te Cara | 31 07 : 
1 Q _ When was it that you enjoyed ‘this ‘authority, Mr. il 
to vary the discounts? 
A We are talking about the O'Have branch. From 1963 to 
the time of my retirement. | | 
ry) During your entire tenure there? 
A «Right. ‘ 
Q Now I direct your attention to Floom Bros., Mr. Pergler. 
I ask you whether Floom Bros. received the published discount 


or whether it received some other discount. 


A They received some other discounts, sir. 


What discount was that? 
A They were members of Consolidated Foods. They would 
receive at least two percent more than what they would earn. 
Q When you say "greater than what they mould earn, " you mean 
greater than what they would earn under the published discount 
schedule? 
A Yes, sir, 
Q Directing your attention to Greenview Fruit, are aes aware 
of what discount Greenview received? 
A Yes, they would also receive more discount than what they 
would earn. They were also a member of Consolidated. 
Q Now with reference to this one other customer for whom 


no discount wes given, and that is Madison La Veigne, at the 


top of ths second page, 183B, do you know what discount. Madison 
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igne received? 
Yes, they received more than what they would actually 
earn on their own. 
Q Did Borden sell its dairy products to its customers in 
Chicago out of the O'Hare branch in accord with the published 
discount schedule in February and March 1966, Mr. Pergler? 
A Would you repeat that question again, sir? 
Q Did Borden sell its milk and dairy products to its non- 
A&P customers in Chicago out of the O'Hare branch in accordance 
with its published discount schedule? 
A Yes. 
Q You have just given us three or four cases where the 
Borden Company granted a higher discount rebate. 
A OYes. 
‘Q ° Were there any other customers who received higher 
discounts? 
A Yes, that are not on this list. 
Q Even on the customers on this list -- 

MR. MATHIAS: Your Honor, is Mr. Foley trying now 
to impeach his own witness? 

MR. FOLEY: I am not. 

JUDGE HINKES: Well, in ul event, I will let you 
continue, Mr. Foley. 
By Mr. Foley: 


Q Previously, Mr. Pergler, you made reference to your authori 
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te chang2 the discount schedul2 for customs. When did you 
have occasion to do that? 

A Well, I changed tham at times when we had a competitive 


Situation where some of our ccapet:.tors want into our customers 


and offeced greater discount. In order to retain the business, 


I met the offer that was made to them. 

Q Did this happen vevy oftea in 1.966? 

A It was quite frequent, I would Biye “n all cases, however, 
we did not give any additional disccunts. 

Q Only sometimes you gave aidit“cnal discounts. 

A Only soretimes. 

Q . How did you know that yous competitors were offering higher 
discounts than you were? 

A Usvally our store kecpars would notify us that they had 
deen there and what they had been offered ene told us if we 
wanted to inaintain the hunbines we would have to meet it or 
come as close to it as wossible, : 
Q ‘Now, Mp. Pezgler, once again Civeeting your atténtion 

to Comnission Exhibit 183 and calling your et-:eniion to Bill's 
Macket -- 3i11's Market appesrs cn 193A at the lecation of 

6649 North Clark Street -- it is neer the bettom of the page -- 
do you ese that? : 

A Pit it. 

Q Theva is a second address for Bill's Narket which does not | 


ap:ear until 183D, the last pave of the docunent. It is on the 


~< 


(uss. 
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MR. FOLEY: I recall on Mr. Mathias’ objection Yous 


Honor previously ruled we were not to pursue the question after 
Ycur Honor ruled on it. 

JUDGE HINKES: This is a new objection. I will over- 
rule the objection in any event. I think it is the type of 
hearsay which could be allowed in this proceeding. 

You may answer what did you learn. 

THE WITNESS: i Learned there wes deviation on the pa 
of othe» dairies from the published lists and discount lists. 
By Mn. Foley: 

Q How common a practice was this? 
A It was quite common in the market. It was quite concen 
in the market, to answer your question. 

MR. FOLEY: i have no cther questions. 

JUDGE HINKES: Do you have any questions, Hr. Schaefer 

MR. SCHAEFER: No, Your Honor. This whole subject, 2 
I understand, relates to counts 1 and 2, so we have no ques~- 
tions. 

JUDGE HINKES: Very well. You may cross-examine. 

MR. MATHIAS: Your Eonor, could we have a five-minute 
reeess “io put ovr notes together? 


JUDGE HINKES: Very well, we will take «. short recess 


(Whereupon, a brief recess was taken.) 


JUDGE HINKES: ifr. Mathias, you may eross-examine. 


[ 2a 
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2 | Q During ‘the tine ire Bova was there would Mx. Hedin or. te. 


Sorensen report to nin? 

A Yes, sir. 

Q Kow, Mr. Poseler, you sta’ ted that yov gave Teunic “ons to 
the route men in the 0'Hare Branch in conrection with the A&P 
| private lebel program. ‘Were those written instructions FS ein? 
A. They were verbal: oe 

Q And the reports hich 3 you received back: fron the route men, | 


were these in written or verbal forn? 


| A Verbal form. 


Q Mr. Deeridn. you were asked | a nunber of questions eonsern- | 


q 


ang counter sales. I think you defined then approximately as 
sales to someone who cane to the O'Hare a Location to 
punehese milk; is that correct, six? 

A Thet is part of it, yes. 


1° You aleo mentioned sales to the Navy, wt the Great Lakes 


| eeatton? 
A Thet is eorrect, sir. 


Q Whet proportion of your countar sales were accounted for 


by the sales to the Navy at Great Lakes? 


i 
} 
{ 
8 
\ 
{ 


A About 89.5 percent, or 98. 8 percent, sir. The counter 
| sales to Feepis onauel to the site ‘to purchase milk wore 
Just about nil. 


1 Q Would that be someone who just came off the street? 
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That is correct, sir. 
Now in loading the route man's truck were there ever 


mixed pallets of A&P and Borden Label products? 

Yes, that would happen on eccasions. 

Was this again in order to avoid dead space in a truck? | 

Yes, sir, particularly on the weekends when the order was 
considerably larger than the first part of the week. 
Q Now when this toca necessary, were these mixed paliets 
furnished to you from Woodstock or did your loading personnel 
at O'Hare have to mix the pallets? 

Our loading personnel would have to mix the pallets. 

When a loader was loading a route man's truck, if he had 

| to load, say, four pallets of A&P label product and four pallets 

of Borden label product, he would have to go to two different 


locations within your cooler room to obtain these products? 


‘ 
‘ 


ae They would be adjacent to each other. We tried to keep 


i}all the half-gallons in a particular area, milons in another 


- 


area e 


bo These were segregated as to product as well as label? 


A Size of contain and label, yes, sir. 
Q So that the satten eartons of A&P label miik would be 
segregated from the Borden label gallon cartons, but they would 
be in adjacent positions? 

7 HA Yes, they would be next to each other in the cooler. 


Q In order to get the product mix that ‘was desired on the 
: “ 
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1 |] truck, then the loader would have to drive his fork truék to 
23) the various portions of the coole: room aad pick up a pallet 
of gallons here, a pallet of A&P vallons here, a pallet of 
quarts’ over in the other spot? 
Yes. We couldn't have it all in one particular place. We 
had to have it segregated. So that no wrong impressions are 
7 jj left, to illvstrate, if he had a half-paliet of A&P label half- 
8 || gallons, he would fill the other half of “he pallet with Borden 
| 
| 


10 || He would put the A&P on here and right next to it was the 


9 |} label half-galions. But he would not have to drive any distance} 
11 Borden. All he did was a“ it off from one pallet onto the one 
12 lIne wag loading. 
13 ;| 9 He would have to do it by hand? 
14 WA By hand, yes, sir. 
In the case of the major items I believe you stated, like 
the Ballons, half-galions and quarts, these all came from Wood- 
I stock in. full pallets of one label; is that correct? 
Yes. 
Q Now comparing your Trip Avenue operation with that of your 
O'Hare Branch, the big os between Trip and O'Hare Branch was 
jjthe fact that all of your products were palletized as compared 
to previously where averything was handled by hand, is that 
correct? 


That's right, sir. 


This change really oceurred about January 1974, is that 


Torn 
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THQ Now, Mr. Pergler, when the route man was jastrueting 

2H the loaders on where to put the various geodunke and pallets 
in hie cuss, he did this for his convenience in serving his 
antire route, did he not, sir? 
A Yes, sir. 
Q Was it very usuel, Mr. Pergler, in connection with the 
palletization, as these pallets were put on the truck for a 
route man to have a full pallet cf just quart items? 

MR. FOLEY: Your Honor, i would object unless there 
is a clear description of the phrase "very unusual". The 
question is imprecise. 

JUDGE HINKES: Can you rephrase chat, Mr. Mathias? 
By Mr. Mathias: 

7 Q Wes this the usual ease, Mr. Sivciee? 

A Would you repeat the question, sir? 

Q Mr. Pergler, wouldn't it be true that quarts of milk did 
not sel] in the same volume as the gallons and half gallon . 


unit? 


A That is correct, they @id not sell in the same volume. 


Q 


of milk that the ‘allets had to be mixed pallets? _ 
A Yes. 
MR. FOLEY: X object to “quite common.” 
JUDGE HINKES: I will aliow that. 


MR. MATHIAS: ‘The witness answered yes. 


\ 


A. : 


Testimony of Joseph z. Pergler 
[es 


referring to as a rare occasion. Perhaps that will narrow it 
tc some extent. 
By Mr. Mathian : 
Q Would the incidence of mixed pallets of gallon and half 
gallon units be more than a pare occasion on your route trucks, 
Mr. Pergler? | 
A It would not be more than a’ rare occasion, no, sir. 

JUDGE HINKES: Was that any different from your 
experience with the quarts? | 

THE WITNESS: That was different than our experience 
| with quarts, yes, sir. You see, what we attempted to do, we 
tried tc get our men to order full pallets of product wherever 
possible, 
By Mr. Mathias: 
19 Mr. Pergler, I would like to show you sone entries in a 
route book marked Wll, February '66 and note that this is in the 
jrear of the book and there are references here to cases of 
gallons, paper, private, cases of half gallons, . private, 
[private dadel. I take it at hans period of time this would | 
lpefer to AGP label product, would it not,. sir? 
| 
\ 


“Yes, it would. 


Q It appears to me that these are the route man's entries 


as to the number of cases of these products loaded on his truck 


on a particular date; is that correct? 


A Yes. 
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Q Leoking down those columns it would appear that in the 
case of this particular driver in this mon“h that on no date 
did he have a full pallet of private label gallons, paper, or 
private label half gallons peper; ig that correct, sir? 

A You ave misreading this. Tne gallons of paper private 
label are in this column here. 

Q That is the cases over here, is it not, ait? 

A Yes, sir. That is the gallons of glass here. 

Q There are cases on gallons, glass. { believe these are 

i the cases and number of units within the cases. There would 
be six gallons in a case; is that correct, sir? 

A Right. 
Q Sc this would be seven cases with 4:2 galions, is that 
creat, sir? 
Right. 
Se that this would be the number of cases loaded on the 
each day; is that right? 
Yes. 

1 In the case of this driver in this month it would appear 
that he never had a full pallet of gallon, paver, private label 
or half gallon, paper, private label; is that correct, sir? 

A Yes. This is what month? 
Q This is February 1966. 
A Mey I add one thing? kKow there was a time when we first 


started this private label program with A&? when we were allowed 
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to put in both Borden label as well as A&P lubel. Later on 
that order was changed and we were not permitted to put in any 
Borden label products. 

So that at times you will find a variance in the order 
where for convenience or other reasons the store clerk, the 
dairy clerk or store manager would be ordered move Borden 
product than he would A&P. That accounts for the small quantitibs 
of private label there. : 

Q But at this time and in this month thi: driver did not e 
A That is true. 

Q He would not have been carrying full pellets of private 
label. : 

A Not at that particular time. 

MR. FOLEY: Mr. Mathias, may I see this book? 

MR. FALLS: May we have & moment to look at this 
before you go on, John? 

MR, MATHIAS: Certainly. 

MR. FALLS: Rather than waste the court's time, we 
might allow Mr. Mathias to go ahead with the cross examination. 
We will study this a while before redirect. 

JUDGE HINKES: Very well. 

By Mr. Mathias: 
le I hand you another route book marked "Wi8" for February 
, i966. I call your attantion to similar entries in the rear of 


this book, in which cevtain case lots are mantioned. 


(oe 
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manager's office? 
A In the manger's office. 
Q. Did the driver have to go to the manager's office? 
A No. Usually the dairy clerk did the checking in and the 
dairy clerk would go to the store manager's office to have it 
stamped. | 
Q Then the tickets would be stamped and one would be 
returned to the driver before he left? 
A Two of them would be returned to us, one they would 
retain. They would retain the original. 
Q That would be returned to the driver before he left the 
store? : 
A Yes, sir, after it was checked. 
Q Now, Mr. Pergler, in connection with four customers that : 
appeared on an Exhibit CX-183 that was shown to you: Misicka, 
Floom Bros., Greenview Fruit, and Madison LaVeigne, you testi- 
fied that each of these customers received « discount somewhat 
more than your published discount schedule. 

Now, in connection with Fioom ‘Brothers in particular you 


mentioned that this was a member of Consolidated Foods and that 


they received two pereént more than the earhed amount. Is 


that correct, sir? 
A Yes. 
Q Now, there has been some testimony on the record by prior 


Zorden witnesses that in addition to the published discounts 
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appearing in the published discount schedules of Borden that 
there is alse a two percent tibet available for central 
billing to groups. Is this correct, sir? 
A That is correct. 
Q Is this the two percent to which you referred in connec- 
tion with ‘Floom ane 
A Yes, sir. 
Q Would this be the additional discount also mentioned in 
connection with the other three, Misicka, Greenview -- 

No, Misicka was different. : 

Was Misicka a member of any group? 

Conds tidaced. 


He was a member of the Consolidated group? 


Did he receive two percent for central billing? 


Yes,. gir. 


A 
Q 
A 
Q 
A Yes. 
Q 
A 
Q 


What about Greenview Fruit, were they a member of Consol-~ 
idated? a ae, 
A I am a little hazy whether it was Consolidated or -Gresaman 
In all probability it was Consolidated. 

Q They were a member of a buying group? 

A. Yes, esi aes or Consolidated. 

Q They would receive two percent discount for central 
billing as well? | 


A Yes, sir. 
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Q In the case of Madison LaVeigne, was this store a member 
or any cooperative group? 
A YEs. 
Q What cooperative group, if you can recall? 
A I think it was Consolidated. 
0 Would they also have received a 2 percent additional 
.d@iscount for central billing? 
4 Yes, sir. 
Q New, you say that Misicka was different from Floom Broth- 
ers. What aid you mean by that, sir? 
A We had a competitive situation there where some competitor 
went in there and offered him a larger discount. In order to 
retain the business we had to meet that discount. 
Q In the case of Greenview Fruit, what was the circumstance 
there? Was it a competitiva discount as weil, or was that the 
2? pereent central billing? 
& Tc the best of my recollection, he got the two percent 
central billing. 
C Ar.d Madison LaVeigne? 
A That likewise was the same situation. 
q The 2 percent additional? 
A To the best of my recollection, sir. 
- Now, Mr. Pergler, you were asked some questions about 
the published prices and discount schedules of Rorden's com- 


petitors, You stated that you were aware that some of your 
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major competitors, such as Bowman, Dean and Wanzer, and 
may have mentioned some others, did have fone published 
schedules. You were also asked i? these competitors adhered 
to the published schedules. 

Did you learn from your customers thet tttere wes deviatio 
from these published schedules? 
A Yes, sir. 
Q Now, Mr. Pergler, you would only be likely to hear of ) 
any deviations from the schedules, is that: not correct? 
A Yes. 
Q In other words, your customers would not be calling it to 
your attention when they were only offered the regular pub- 
lished list price plus published discount schedule, is that 


correct, sir? 


A Well, they would let us know that our competitors had been 


in there making a solicitation even though it might have bean 
at their published discount prices. : 

Q Unless those published prices varied quite differently 
from Borden they would not cail them to your attention, sir? 
A No. 

Q Were there some occasions when a competiter would come 
out with a new discount schedule which appeared to offer a 
little better price than Borden and this wae called to your 
attention? 


A Yes, sir. I may be leaving a wrong impression here in 


* Titew 
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lowe 
it was Borden's policy to attempt to be paid from its cus- 


tomers in accordance with its published price lists and 
published discount schedules, and I believe you testified that 
it was. Is that correct? 
A That is correct. 
Q How successful were you in 1966 on the O'Hare route in 
getting paid from the customers in accordance with the publishe 
discount schedule and published price list? 
A To the best of my recollection I would say with the 
exceptions of those cases where competitors had been in offer- 
ing inducements we were quite successful. 
Q Of the customers listed on CX-183, for example, if you 
will look athat over, do you have any idea how many of them 
received only that to which they were entitled under the pub- 
lished discount with the erastatn two percent extra if they 
were getting the central billing feature? 
A I think all of them except two would imation semnendiad 
additional. 
Q All of these customers would receive acuething additonal? 
A . Right. 

JUDGE HINKES: That is additional beyond the two 
percent for central billing? 

TRE WITNESS: Beyond our published discount price. 

JUDGE HINKES: The question combined both, your 


published discounts. and the two percent central billing. Did 


3 "SIAS 
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they get more than that? | 
THE WITNESS: Yes. 
JUDGE HINKES: All of them? 
‘THE WITNESS: All except two to the best of my recol- | 
lection, siz. 
By Mr. Foley: 
Q Was this in response to competitive conditions? 
A Yes, sir. 
MR. FOLEY: May I see W-13, Mr. Mathias? 
Do you have W-13 for March? I guess chat is it. 
. By Mr. Foley: 
:Q Mr. Pergler, directing your attention to Route Book W-13 
for March 1966 and the pink slip in the front of that book 
entitled "Office charges for special orders," are you familiar 
with that Sonn. sir? : 
A Yes. 
Q What is that special order form used for? 
A This is for a special delivery to a customer, 
Q ; When you see this slip here does this indicate to you 
that the A&P Store identified there at 1227 Harlan Avenue 
received a special delivery on that date? 


A Yes, sir. 


Q Would you have any explanation as to why that should have 


taken place under the private label program? 


A Yes. Sol may clarify some misunderstanding here, I want 


“ 
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to say when the program went into effect, gentlemen, we 
-conscientiously tried to enforce all the terms of the agreement 
: between A&P and the Borden Compas relative to the private lab 
program. However, to break a habit of years standing with so 
of the wen took time and patience to correct. Eventually we 
corrected all these inequalities, so to speak, where the men 
were keeping records in the book eacs they weren't supposed 
to. They had to be constantly corrected in that respect. The 
same with specials. 3 . 
Now, the special deliveries. came about in two ways. 
. This we corrected almost instantly. It is quite possible that 
our man was shorted on his load by the loaders, where he did 


not get his full load. It is possible that our man made an 


| 
; 


error in computing the order for the day on partinaey the 
Borden label product which in this case indicates that he had 

= epadnad for Bendan: Or when our man was serving some of the 
independent stores prior to getting to A &P he had received - 
orders from the independent stores which were in excess of use 
he anticipated ‘the needs would be. So as a resuit, when he get 
to the A&P Store he found he was short of merchandise and asked 
that special delivery be made. | 


JUDGE HINKES: You say all this is possible, but do you knp — 


B, to pd i > 3 
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know what nappened here? 
THE WITNESS: Sir, on this particular case, no. 


JUDGE HINKES: Very well, you may go on, Mr. Foley. 
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standpoint of production of various dairy items such as ice 
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cream, milk, azeam cheese and so forth. 
Q ae during the course of which did you become familiar 
with costs involved in connection with the production of milk 
and dairy products? 
A Yes. 
Q How long did you hold this position, sir? 
A Until June of 1971 when I was brought into the corporete 
office in New York. 

And what position were you assigned at that tine? 

As ‘national buyer of all dairy products. 

How long have you held thet position? 

Since dune of 1972 <o the present tims. 

fo date? 

Right. 

Do your iuties and responsibilities include negotiating | 
with dairies ehroughawt the country for quotes as to potential 
suppliers of milk end Gairy products to various units and 
divisions of the company? 

MR. MATHIAS: Your Honor, I object unless 6 time 
period is stated. 
: MR. CURIIN: This, Your Honor -- 
tr igs. Curnin: 2 


a 


Q Well, would you te)1 us for what tize period you have 


. | Aeld that vépponsibirity? 
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A Since September of 1973. 


Q And at that time was ‘tke procedure within the company 


changed so that you 46 national buyer or dairy products, the 


negociations sith the dairies vas <hen transferced Crom the 


unit or divis 


A That is sight. 


| 
' 
H 
ion level to yourself in headquarters? | 
ment as Respondent AGP Exhibit 137. 


MR. CURNIN: I ask the reporter to mark this docu- 
MR. HATEIAS: That is a two page exnibit. | 
WR. CURNIN: Yes. | 
JUD3E HINKES: Make that A and B. | 


MR. CURMNIN: Yes, Your Honor. 


(The document yeferred to was marked Respondent 


ASP Exhibit 1°7-4 and -B for Sdentification.) 


By lip. Curain: 


| Mp. Pilgeimn, I show you a document spat has been merked 


Respondent As? Exhibit: 137-A and -B whien is entitled "Compar- 


ison of Private Label. Prices Quoted ACP to che 2-2-2 Pricing 


formula, 1964~-1965-" 2% is a two page document. Did you at 


cur divection peepare this document? 


A ees 2 el 


Q Would you tell us what “his document shows, siv? 


A It shows the comparison of the 2-2-2 formulation a6 
: / a 
against the aztual. prices chat were quotad to AGP. - 
-2 
: Now would you identizy fod us the @niry quotes that are 
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JUDGE HINKES: If we are ready, then, you may call 


your witness, Mr. Curnin. 


‘AR. CURNIN: A&P calls as its next witness, your 


Honor, Charles C. Tise. 


CHARLES C. TISE was thereupon called. as a witness 


£e> the Respondent and, having been first duly sworn, testified 


as follows: 
; DIREC? EXAMINATION 
By Mr. Curnin: 
Will you give us your home address, Mr. Tise? 
4271 Chaucer Lane, Columbus, Ohio. 


Are you presently employed by. the Borden Company? 


And in what capacity? 


A 
Q 
A Yes; I am. 
Q 
A 


I am the Division Director, Production and Engineering, 
for the Dairy and Services, Northern Division. 
Q How long have you held that position? 

Since tlovember “- OF since July 1, 1970. 
Q And you are the Director of Production and Engineering 
for the Noe ite Divi¢ion of the company. 

What geographical area is covered within the Northern 
Division? 
A . this geographical area is, if te take the line between 


Kentucky and Tennessee and extend it from the Last Coast to 
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the Vest Coast, everything north of that line in cairy and 
Sexvices iu the Northern Division. 

Q And wovld be within your jurisdiction insofar as pro~ 
duction and engineering is concerned? 

A Yes, it is. 

Q Will you describe For us just yor duties are 2s 
Director of Production and 

A We have 26 processing pants, milk and ice cream, in te 
area. My vesponsibility is the -- every phase of production 
and engineering with those production planzs and their distri- 
bution branches. 

9 Would that include, when you talk about prouuction and 
distribution, overall responsibility for the hamiling of the 
milk through the stages of pasteurization, homogenizetion, 
fort: Eication, quality control and the like from faina to 
consumer? 

A My responsibility really cevers the raw miik from che 


arrives at tha plant, the entire processin proceduxe, 


g 
throvghout that processing plant, the packaging ond 


yenevally 
the losding of the product onte the transport or route 
vehicles the first time. 

Q Rre you a college graduate, ir. Tise? 

A Yes, Iam. TI have 2 2A in agricul. ture from zhe University 


Missouri. My major course of study was dairy manufactucing. 


When did you graduate Eron the University of itissouci? 
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A In 1947. nes | $199 


Q What did you do at that tine, sir? 

A My emoloyment started with Borden in St. Louis, Missouri, 
in 1947. x besnia the Assistant Director of Production in 

St. Louis, Missouri, ice cream plant, responsible fox besically 
quality Serer processing procedures, training of beovle, 

om forth, in that. plant. 

Q Did you Ae: familiar in St. Louis with the =u utven 

you say the ancoauat ui of ‘the product, just wines would be 


involved? 


A ‘Well, this was an ice erzam plant rather than a milk 


plant. I was responsibla for all of the Societies tee Sard heise 
so far as quality. then once the. product was received, ie 
was hy responsibility to follow processing p:rocedures, 
equipment, training of people, until the finisneé product was 
in the hardening room and reac, for loadc-up. 

9 How ial wea oc in. the St. Louis area? 

A I was ‘Giexe two years. | | 

Q So. that would take us into 1949? 

A Yes, sir. At that time I went to Huntington, West 
Virginia. This was really in late ag. want re nuntington, 
West Virginia, as the plant. supéxintendent of a combination 
milk and ice cream plant. ‘This was < pishe that srotekaed 
both eluia nilk, gece preducts, and manufactured den exean, 


full line of products and ice crean. 
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Q When you talk about extra products, are you talking about 
byproducts such as skim milk and buttermilk and products of 
that general category? 

A Yes, cottage cheese, buttermilk, ekin milk, cream, 


chocolate miik. 


Q In cduyoction with -the milk processing aspest of yoar 


duties at the plant in West Virginia, did you similarly bscome 

faniliar with all the steps involved in the processing, 

pasteurization and homogenization of fluid milk? . 

A Yes, I did. I had the complete responsibility for 

receiving of raw milk, the prccessing, treating of oneee, 

maintenance of equipment, the flow of product through the 

plant, everything tae could be connected with a fluid milk 

processing plant and an ice cream processing. 

Q did you have anything te do with the selection, layout, 
design of the equipment which was being used in conneztion 

with the processing of raw milk? 

A Yes, 3 did. 

Q Weule you tell us a little semething about that? 

A In any equipment change that we deemed: necessary through 

study, it was my responsibility to make ce conbundattons to 

my supericr, the manager of the company, or the manager of 

that particular plant This. involved processing procedures, 

processing equipment, the hixine and training of nédple. any 


buildirg changes, so forth. 
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Q iow long did you hold this position at the plant in West 
Virginia, tue : 

A I was there until the first of October 1950. 

Q What happened at that time? 

A The first of October 1950, I was transferred, was promoted 
transfered to the Borden Midwest District Office in Colunbus, . 


Ohio, and I became the Assistant Director of Production at 


that time. 


Q You say this was for the Midwest District, or the Midwest 


Division? 

A This was the Midwest District. 

Q And what geographic area was encompassed in the Midwest 
District? ; 


A The Midwest District was composed of the, well, the 


eastern boundary was Pittsburgh, Pennsylvania, so it encompass 


western Pennsylvania, Ohio, Wesc Virginia, Kentucky , almost 
all of the State 6€ Tadtana; and Michigan. 

G an” | 

A In addition to that, the State of Missouri. 

Q Vere -. basically in charge of processing plants within 
that gecgraphic area as you have described it to us? 

A I had one superior that I was responsible to. He was 

the Director of Production. I was responsible to him for the - 
-Q How many processing plants did you have, if you can 


recall, approximately, within this geographic area? 
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aA I can't remember exactly. This was in the early '£0s, 
befoze we gtarted consolidating plants. I would say approxi- 
mately 33 Milk and ice cream plants at that time. 

Q And as Assistant Director of Production, would you tell 
us what your duties encompassed in connection with those 
Plants? 

A My duties, my responsibilities were to work with each 
individual precessing plant and the management and the 
personnel at each plant on all phases of production. TI 
participated -~ I designed chances in precessing plants. I 
Jesigned come new processing pleants.. In doing s0, I started 
with the planning of a new facility, the specifications for 
the equipment, was on the scene while the buildirg was under 
construction, wrote specifications for equipment, was on 

the eeccne vhen the equipment was installed, stayed to 


train the people to operate the plant until it was fully 

on stream. 

Q Where was this plant located, sir? 

A I did one in Madison Heigh rts, atc: ite one in Dayton, 
Ohio; one in xington, Kentucky. ‘They were al] new plants. 
There were numerous plant modifications during -this time. 

Q Were these plants for the purpese of handliny and-~ 
pastieurizing raw milk as a milk and ice cream pléent and sy- 
preduct plant or just what? 


A Those three plants that I wontioned were all vor the 


| 
| 
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purpose of handling milk and milk products. No ice crean in 
those three that I mentioned specifically. 
Q How long did you hold this — sir? 


Until November the first, 1968. 


A 
Q What écourrea at that time in November OL °'68? 
A 


At that time I was made the Vice President of the Mid- 
western District in Charge of Production and Engineering. 
Q Was the geographical area covered by the Midwestern 
District in '68 basically the samé as you deseribed to us 
during the period 1950 to "68? 
A No. It was larger. Lt covered'a much larger geographica 
area because in 1966 the Midwestern District was conbined 
with the Chicago Central District. And so the Midwestern 
District encompassed the old Midwest plus the Chicago area, 
Milwaukee, the northern portion of Indiana and Iowa and 
Yilinois. , 
Q What were your duties and EeRESHesE ethae, as Vice 
President of Production and Engineering for te Middle Western 
District? 
A Well, they were basically the same as when I was the 
Assistant Director in Midwest. The duties were the same, 
the same as when I was Assistant Director in the Midwest 
District. : 
Q Would it be correct to say, however. that there were 


more processing plants now within --our jurisdiction? 
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A ° Yes, there were. I did not work in those Chicego central 
plants, with the exception of Rock Island, Illinois. 

Q How long did you hold the position of Vice President, 
Production and Engineering, of the Middle Western District? 

A Until November 1 -- I am sorry, July 1, 197%. 

Q And I think you have already testifiec that is when you 
became the Division Director of Production and Engineering 

foc the Northern Division? 

A For the Northern Division; yes, sir. 

Q At that time did the Borden plent at Woodsteck, Tllinois, 
come within your jurisdiction? 

A Yes, it did. 

Q Did you determine at that’ time if: the equipment which 
was then being used for the processing and handling of raw 
milk was the same equipment that had been in.the plant during 
the period '65 to '70? 

A Yes. 

Q And did you determine at that time that basically the 
game process was being used for pasteurization and homogenization) 
of fluid milk and byproducts? 

A Yes, basically the same precessing procedures and 
ee Ne equipment. There could have been minor changes 

in comperature. There could have been minor changes in the 


amount of solids, not fat, added, to some of the extra products. 


Q LZ am going to ask you a series of questions, Mr. Tise, 
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so that you can explain to those present just what occurs in 
the processing, pasteurization, homogenization, addition of 
Vitamin D, to come up with dieeakiona Vitamin D milk. ‘Then 
I am going to pass on to some of the byproducts ae 

A Okay. | , : 

Q ~- that were manufactured, processed by the Borden plant 
at Woodstock. I, myself, don't have a technical background 
and certainly not a technical background in the dairy 


industiy so that I will ask that you give us as complete a 


description as you can so that we can fully understand the 


precess that is involved here. 
A Okay. 
Q XY would like to sence with the procedure that was 
invoivad at Woodstock for bringing the milk from the farms 
to the callection point, wherever it was, and the procedure 
that is involved in bringing that milk nee the pbawk. 

‘MR. MATHIAS: Your Honor, I am going to object 
to this whole line of questioning beginning with this 
question on the grounds that there has been testimony as to 
~ this general procedure from Mr. Minkler at the this he 
appeared, and on the grounds of relevance. z see no relevancy. 
to any of the issues in this case as to this line of question- 
ing with the present witness. We have had the president 
of the division on the stand, the president at tie time that 


we ware concerned with in this matter. And he has testified 
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JUDGE HENKES: I think that under the circumsteancss 
I have no alternative but to pecmit this inguiry to go on, 
and to await the asskz:ance of counsel on the legal issues 
that axe presanted. 
You may continus, Me, Curnin. 
MR. CURNIN: Hay I hava the last question read 
back, your Honor? 
JUDEB HINKES: You mey continue if you can, Mr. 
Cuxnin. 
By Mx. Curnin: 
Q | Will you tell us, Mx. Tise, the procedures that were 
fallowsd in the transportation of row milk from the farm or 
the holdiag station, whatever it ba, into the Woodstock 
Plont, Borden's Yoodst< Plant in Lllinois? 
A The milk is hauled to the Woodstock Plant in large 
da tankers. These tankerg, tank 
may be owned by contract haulers, They nay be owned 
by the faxmexe' cooperative. They may he individually owned. 
fhe Celivering tank way have picked the milk up at each 
dndividual farm, or it may 52 a lead of milk that was pimped 
ovar at another station from a tank truck or other trucks 


into the delivaring tankex. It arrives at Wocdstock, and — 


‘prioex to unleading it goes through a series of quality checks 


that consist of cdor, teaparature, acidity, and in sone 


cavan, Lavar. 
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Q You say it goes through en acidity test. Just what 
is involved there, and what is the Fueygese of such a test? 
A. This is to detecaine he titratable acidity of the 
mak, xaw milk, ‘nis is a test that 18 commonly used 
throughout the dairy industry to determina the growth of a 
certain type of bacteria that convert lactose in milk to 


acidity. 


Q And for what purpose or purposes are these tests under- 


teken when the raw milk is deliverad to the Plant? 

A We22, these are the quality checks that we normally put 

on milk. ‘his is the first chance that the plant has to 

stazt thuir -~ to start a quality control program on the milk. | 
MR. MATHIAS: Your Henor, I would Like to object 

ia this instance, unless the vitness is testifying as to 

what happened in Woodstock. xt is act clear fxom the nuture 

of his auswer whether thie is a general experience as to the 

way this milk was collected at the various plants of Borden 

Wi.LRIN his’ jurisdiction, er whether this is an observation 

of what occurred at Woasdstock in the time period in which we 

aro cexrcerned hore, which ia 1965 through i967 -- © mean 1970, 
mR. CURRIN: Your Henox, I prefaced my question 

hex with what occurred ‘ie tho Forden processing slant ia 

Weodsteck, Illinois. Rud wa ave talking about the handling 

ef milk at Wondstook, Tlinols. 


JUDGE EINNZS: During that time pexice? 
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3138 mR. cURWIN: Dering cha pexiod '65 to '70. 
SUDGE HINKES: You understand that, Mr. Tise? 
THE WITNESS: Yas. 
JUDGE HINKES: Very well. 
By lic. Cuxnin: 
Q Would it be corxect toa say t A as a result of 


teste which you have dsscribed, the xvaw milk nay be accept 


or way be rejected at the plant? 
A Yes, wa occasionally do reject entire tankloads of 
mili on the basis of the tests we perform before it is ua- 


Loaded. 


Q What is the next step that the raw milk gees through 


after these preliminary tests, cr at least initial tests are 
undertaken? : 

A TE the s is then vnleaded throuch a 
gexies cf stainless stest 3 sing stainless steel puns, 
and « sarles of alx-operated and electrically-contzrelled 
valves, wilk is directed into raw milk storage tanke. 

Q You talk about the flew of milk here being operated by 
electrically-coatrolied valves. De you know how sany of these 
vaizves ace in operation at the Woedstock Plant, and ware 
dusting this time period? 

A Thare are mpnvévinatety 1200 in the entire vysten. 

Q Man you tell me tha agprexbasta cost of thesa valves? 


wha roplecanent eceat today would be arprovimately $2000 
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for aach valve, te purchasa and install. 
Q After the unloading proceas 238 completed, aid you state 


that the product is then put into storage- tanks? 


o 


Yea, sir, it ls in two stovaga Santis. : 


Q and can you describe the tanke that ware at Woodsatack 
¥ . 


@uacing this parclLed o£ teen ‘I wean the size, how Rig a tank 
ara we talking ahout? 

A © There are two 35 ,900-galion etorage bias: 

Q Do ‘you know the manutectuser of that ‘aenioacnts 

MR. MATHIAS: Tour Hehse, © on going <o object. 

This seeans to be rathex far afield. What difference dear it | 
mane whac valves cost and who manufactured parctivular equip- 
MERC? : ae 
JGDGE HINKES: Aven't we, My. Curnin, interested 
from yous point of view ia wheter or not this poe has 
underaons a change which wnkes it a nsw product, wed there- 
forse the interstate chain 4s broken? Isn't that your line 

of arguaant? 

MR. CURNIN: That's cerrect, your Honor. 

Rovever, the cases which have dealt with this 
Sebteue; and thera haven't beon & great many of chem, either 
when Gsaling with raw milk ox whea dealing with exude oil, 

the courts, and 42 4s mostly tin: eppellate courts, have locked] 
at tia entire pletura to sse what hupgens with the proévet. 


Rappers vita tha prodaety 


, 


| 
i 
: 
= 


NRO SERIES TELUS EES ROR ERT PS: RR AERTS 
\ . 


g 
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within the guidelines that your Honor has cstablisnad, and 

to avoid as XL understand it the reference xo oguipment whica 

is used for storage and the like. 

JUDGE HINGES: ell, Lo weuldn't woxxy akout chat 
too much, Mr. Curnin, except to this ene X think tie 
WLENCSZ an be asked to desexi 2 the process by which the 
rave milk finally becomes thie finished product. 

and then perhaps aftez you have heard that from 
the vitness, wa will be is a@ position ta ask the witness 
sone es the details of the equiprons uscd co make the change, 
that's all. 

WR. CURNIN: Z'11 follow that pxeceduxe, your 
Honor. 


Dy Mor. Curnin: 


Ya ware at that point, Me. Tise, where tae raw wmaLk 


Q 
bed wuncargone gome initial oc pxreliminaxy tests and hed been 


Siew g 


pessed through into raw storage Canks. 

Ara those tanks use2 fer any other puxcpose? 
A No. These two tanks are only used for the ectovaue of 
ray milk. Undor no circumstances ave they used for a 


pasteurized product. 


Q What is the next step, the next procedure folloved? 


A 


renoves ~~ it 1a a larce plage of eculmisnt, 3 cotxisuge, bas 
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removes sedimant, extraneous matter from the milk. 
Q When you gay it removes extraneous matter from raw 
milk, just what are you talking about? z mean what is 
being xemoved? Impurities or ~~ 
A Inporits Lea, at there are certain vey celis fron the 
Mansary system of the cow that are xemoved., If che cow, or 
the herds have mastitis, there ic possibly some bleod removed 
by clarification, 
Q . dust how aces eaee clarification process Work? 
A A clarifier ‘is a laxga £; raned, stainless steol Framed 
machine, and inside is a set of stainless steal disks. 
And auring operation, this ~~ these disks ara rotating at a 
high rate of speed. The rad Lie is {ed -~ forced into the 
machine, 

The h. vLer particlas, sediment, extraneous mALCAL , and 
so forth, is thrown on the outside of the bowl, the 


periphery. che milk works to the center of the nowl with — 


the centrifugal force and then is forced out fron the machine |’ 


into a cooler which ‘etons the temperature a 38 degrees | 


or below. 


Q ts there any partioqular purpose behind reducing the 


tenpexiinre of the milk after it cones out of the 
eLariftler? 
A ‘Yas, thove is. There ia a certain temperature rige 


in nilk when. 4t is -~ whon de ia forced through that 
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clarifier. Generally it wial increase the temperature 

three to four @egrses. Aad wa use the cooler, which is a 

set of atazinless steel plats with refrigerated ootasis 

water floving across the surface of the plata on the opposite 


gide. 


This xvedueces the tamperataca and improves or maiatains 


the quality of the milk. 
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Q After the raw milk has gone thxough the clarifier and has 

‘eooled, what is tha next process? 

a, It gues to further storage. The Woodstock plant has 14 

agditional rare mLIk_ storage tanks that have in. capacity from 

10,000 gallons to 25,000 galions each. And there it is held 

foz f furthex processing. 

Q@ These tanks, are they used for any other “oe than the 

storage of saw milk after it comes thos: ie clarifier? 

A, Under no cisxcumstances axe those tanks used for anything 

“other than raw products. 

Q What is the next processing step that occurs after the 

milk hos been cooled and put inte these various storage tanks 

oe you heve mentioned? 

A, Well, standardization tefers to ‘ change in the miik com 

position, primaxliy the butcterfat content. I the ! réetex£at 

content is higher than local state, federal, and company 
standards, the hutterfat. content is raduced by a process we 


call standardization. 


his would be the addition of ckim milk to seduce the 


butterfat content. If, on testing, the butterfat content of 
tha wilk is too low in those storage tanks, we, may add a creaw 
‘to increase the butterfat content we mest the desired state 
and local, federal standards. 

fe Srade aA Saved Milk aver uwzed here? 


iio. 
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Q Dees the milk also go through a separation, the raw milk 
also go through a separatica process? : 

A. Some raty milk. We. don't separate all of the raw milk 
that we t2ke into the plant, but we separate sufficient quanti 
of raw milk each day to give us skim miik and cream to use in 
manufacture of other products. : : 

Q An@ what process is involved to achieve that? 


A Separation is the treatment of milk to separate the butte: 


fat portion, which is called cream frem skin milk. 


Q How is that Gone? 
A And to accomplish this, a separator is a centrifuge very 


similar to the clarifier. Ye pump raw milk from raw storage 
through a set of plates and warm it, or heat the milk f:rom 38 
to 40 Gecxess through this sexics of plates to 110 decress. 


Then the nilk Flows to the sgeparater and then by 


: centrifugal fo:ces, separation is accomplished. The buttectat { 
portion of the milk, being lower in epecific gvavity, gocs to 
13 the center of the bowl. The hicherz solids and higher specific 

1S gravity pocduct, which is the skin milk poxtion, flows to tae 


20 outside of the bowl and the cream discharges through one port 


2t to a set of ccoling plates and thon into further storage. 
3 22 fh. The gkim milk flows throwyh encther dischsr¢ge port throug 
23 a cories of plates where 14 is cooled to below ¢C adécress and 


raw Bilk store7re. 


Q RSter the standardization, pesehbly, suparation has cocury 
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What is the next procecs that the raw wilk wiil be sent through? 
A. 3£ we ~~ Well, this would be possibly fortifration. We 
fortify products, This could refer to tha addition of vitamins, 
ninerals, and in some cases, the addition of milk sulids not 
fat. And in Woodstock wa add solids not fat to some products 
by the addition of a 40.pexcent skim comiensed product. 

Q: is Vitamin D added to the product? 

A 65) soYes, Vitamin D is added to Vitanin D howoyanized milk. 
q And how much of that is added? Is it controlled and 


regulated? 


ae 


ees 


A 60.—s Yes it is. We add the Vitamin D from a concentrate ao th 
the ginishea product is 400 USP units of Vitamin D per quart. 
Q When you talk about USP units, what do you mean siete: 
Me. ‘ise? | : 

A Well, this is a unit of ineasurement for that: food nutrient, 
Q Is it at this point that the rew milk is now xeady for 
pastcurization? 


A. Yes, it is. 


eet ements epee ¢ 5 sic Snes cacieinn aie elise es 


0 And“7ould you tell wsewhat happens at this point? 


aecegm 


Rh Well, in pasteurization there are two methods. One, 

the holding method. The Woodstock plant, wll, the holding 

method we don’t use, but T will tali you ‘what se ake ‘Yt is 
"143,5-degzees Fahrenheit fox 30-minutes in a liye vessel. 


The Woodsteck plauw:, for horegcenized milk, uses the high 


tenpurature shoxt tine methed. This is a laxge uvysten. It is 


| 
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composed of a series of plates that are contained in a Large 
etninpless stcel firame: There are thxee separcie sections of 
Plates om: thia frame. Raw wilk is punped from the storage 
tanks to a smail balance tank at the haginning of the pasteuri-) 
ging systen, and from <bis small balance tank, ths milk is 
foreca through a heat exchange cenit ve eal) the ragonexator, 
whict: u3e38, cold raw milk on ome side of the picte, and hot 
pasteurized milk on the opposite side. © 

Pre cold raw milk enters the regenerator at ao degrees. 
It Giseherges at about 133 2:09 140. And from thet section it 
goes irto a heating sacticn which is another series of plates 
that uses vacuum steam on the cpporite side ae eat it to 175 
degrees. : 

it. €iseharges frou the heater section and Gees to the 
hoecenizer at 17S degrees. It is etiepeiteu. And the 
purpose of a intiiadenst be to break down the butterfat 
globules that normally occur 4», milk fren § to 10 microns 
in size. to 2 microns or less in size. 

it reduces the surface tension of the product. It makes 
the hottertet in breaking it up, it increases the rumber oF 


gichules in the milk. It increzses the gicbule surface. This 


renderg the butterfat -- it's ir. suspension in the nlk so tha 


the cream no longer will cise te the surface. 
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a Let me interrupt you if I may, Mr. Tise. When you talked 
shout pastevrizetion at the Wocdsteck plant, and you talked 
about the tenperature which t:he raw product: is svbjected to, 


for how long a pericd of time is that? 


tt*’s in cxcess of 29 caconds. 


That is at 175? : 


Degrees, is it? 
Yes. - : 
*oule you tell the Cowrk, what i$ the basic porpove behing this 
temperature inerease of the raw —_— this time period? 
B Pesteurizgation.is used to kill the harmful becteria, 
disease~producing bacteria in raw wile. 
°Q axe We talking about specific bacteria which we know 
are im raw milk? 
A We are talking — many €ifferent species of bacteria 
which may he in raw milk, normally osour in raw milk. 
Q Caa you identify ccme #8 those for us, six? 
AR Well, there are hundreds of varieties, but X could name 
Btroptecaccus lectis. There ara natty Gleterene peeudonymous 
| tyes. ohere are choloforn. ‘those ceme to mind inmncdiately, 
‘but thexa are many, many different especies. 
Q What ‘prootice is followed up aftex honogenization? 
aX ACtaxr homogenization, the product flews inte a sarkGn of. 


Piping wiich we call tha relding tube. ‘there it's held for a 
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sinimun of 15 seconds. Put as I -~ «he entire tine of holding 
at 175 is in excess of 20 scents. Whe wilk leaves tao holding 
tube, back into the pasteurized side of ths vegenorater? 
Q May I interxsupt you acain, Mr. Tise? “When you talk about 
here in the nolding tank or the nolding potiod, agein, ths 
product is being subjected to high conperature foc in excess 
of 20 s2conds and the purpose of that is? 
A Vo kill harmful cts 
Q -All right. : 

- Then would you continue what happens to the product at 
this point? 
A «=: The milk flows to the pasteurized side of the regenerator 
and the whole milk is being used to heat the cold vay milk 
corning in. : 

Of course, che cola raw Milk cocxing in helps <0 cool the | 
hot pasteurized milk being on the opposite side of the plate. 


Thus we have reqeneration. The product leaves the regencrator 


into a cooling section where it is further cooled to 40 degree 


or below, using cold poteble water en the opposite sida of the 
plete surface. : 

And from the cooling section it flows through & series 

of pipelines, again, air~overated valves, eleatrically~control 
valves, into a series of “pastewcized Storage tanks. ane 
Row reany éid they have at Woodstock at this time? 


Yhere are sis pestourized ntorege TANKS o 


' Q Con you tell us their capacity? 


* A I don't have the total capacity, They have in sizes from 
10-25,000 gallons each. Fut I don't heve the total capneity 


of the oo SRS: 


j 
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Q During the course o. your iestimony, Mr. Tire, you 
desciibed for ws in genoral terms the varicuns vecsols or 
Pieces of equipment that are being’ vsed. << want to hc avay 
from miybe what can he referred to as hardvwara, although it 
may he expensive. hardware. 

And to aeereee mysele to specific pieces of equipment 
that are required to briny about uechanical, chemical, I 
don't inex just what change ox process is involved, but one 
of them fox axample that z recall your mentioning is the 
elari fier. 

‘Is that a separate piace o2 equipment now? 
A Yes it is. There are two of those wachines in the Kocdatad 
Plant. Xt ig -—- they ara separate picces of equipment, 
a Who manufactuces that equipment? — | 
MR. MATHIAS: Your Eonor, I am going “o oljiect. Whe 
4iffference does it make “sho minufactures the ecuipment in the 
- plant? ae 
JUVGE MINES: Let's gat to the caritical eiattien 
t think vou aré concerned about costs, aren't you? 
MR. CURNIN: £ am, your Honor, but: in conneeston 


With the proceps thac CCOULH, < at: Eavieed that tha menoufec- 
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turer of the equipment, that that is a fact that should be 
know. = dont think ic takes any time here. IX am just 
trying to complete the record here. 
JUDGE iWINKES: Well, you may continue. We are 
probably using more time to discuss it. But X really euaté 
ee it matters one bit wiether it's wanufacturer A ox 
pamuicacturers B, I don't think that is going to get us at 


all invoived, bat you may continue. 


By *:. Curnin: 


a ese manufacturer of this particular product. 

A ‘o have eentxifugees in the Woodstock plant, some of them 
are mannteectured by an Americen company cai.led Dezaval. There 
are other centrifuges in the Wocdstock plant wanntactured in 


Germany by the Westphalia Company in West Germany. 
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Q fais clarifier wa ace talking abour, what dees that 
aqui pirant cost? 
MR. MATHIAS: ‘Your enor, I an going to odjaci : 
again. What 2s che difference what the eqnipment: costs? 
: JUDSE HINKES: We will allow it. Zk you krow. | 
i 
VE WETNESS s The veolacamens would be at . | 
leust $60,000 each. So We have Ga, ; 7 
By Mer. Curnins tf 
Q ) Waat eboat the ees shak you mantioned, sir? 


A fhexre ave three of thore, and they would ~= their 


t 
i 


$60,000 each. 
And the equipment: that is used in pasteurization? 
Nor the hich-cenpezature shext-tima methked of pascneriza~/ 
i desexrlbed, we have three units. te. of thea are 
$0,000 ponnds sn hour gach. ‘The other is 40,C09 


pornds én hour each. 


} 


Q - The replacement cost of that aqedeucat? 
A Aoproximately $2005 for sack 1500 pounds of rated 
ezpacity. - 2 
Q  Aae the homegenizerz that you have weferred <0? 

a Wall, thexe ave thres of those, and thers are in these 
hick-tanpexatuxe shevt~tits systems, they. would —- thaix 


TOPLAS AMIE would cost shout $1900 for each 1000 pounds of 


enpanity,. 
al qu.cs¢ion on this area of sguipment 


*, eee 
‘ 
ear? Oe tan IM OE agra Rls Peres eee 
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and ecst. 

If we were to evaluere the. equipment that is involved, 
starting with whet happens when the xaw product resches the 
plant ard starts throiwtgh its initial test throuch pzyteuriza- 

, howogenization and fortification until it is raad? to 
 packsged, what would the total cast of the SOinls be, 
it you can estimate fer es, that is used in pasteurizing, 
hemegenizing, fextifving xaw milk? 
anc before you get into uew the manufacturing side of 
ha byoreducke. : ebout honogenized Vicamin D 


2 
IU.aAK es 


BR I would estimate the replacement for the e pat alone 


would be in exeass of $38 miiizes. I would gay between 

$4 milijer and $5 miiltion. Equipment alone. 

Q Passing now fxvon hemogenized Vitamta D milk to certain 
byproducts, could you tell ws whet was invelvea at the Wood~ 
stock plant Guring this time pariod in the manufacture of 
2.percant milk? 

A Two -pexcant milk would be a blend of raw wale mois 


end xav sicim wilk in the ratz milk storage tanks. The whole 


- milk would be tested and stendardizsé by the addition of raw 


Svim milk, then the foxrtiflention, sost-fortificstion ; : 
with A9-ongeent skin milk scondengsed in these tanks. 
Q Woula Vitamin A and/or Vitsain D conesntrata he adled to 


this viodact?. 


to 1970. 

Q Can you tell us, sir, what is favolved in the manufacture 
of skim milk at the Woodstock plant? | 

A Yos. Skim milk would be -~ it would bo fortified in a 
row Wilk storage tank and then pump2d to the pasteurizing 
Ssystam and go through the seme equioment as the nomogenized 


Vitanin D milk. 


Q is the butterfat content controlled in the skim milk 
produces 

A Yes. 

Q Ang are the vitamins added to this product? 

A Yes. There axe 400 units of Vitamin D and 2090 units of 

Vitamin A. Those are added in the raw milk storage tanks, and 

Wwe elzo add additionsi milk solids not fat to that product 

in the raw state ahead of pasteurizing. 


Q Esing now to the manufacture of chocolate milk at 
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A XI can't testify that it wes added in the period prior 


Woocstock during this tims psriod, now is that monufactired? 
A Checolate milk would also be made in the raw milk 
storage tanks. It would be a blend of raw whole milk with 
raw skim whlk end added to it to reach the desired butterfat 
iovel. Then we would add ~~ we would incorporate chocolate 
porter and sugar. Then that mixture would ba wall agitated, 
then purped to the shore~t.ine pastetiriger system and then ba 


throuch the cold milk pastduriged euvye tanks. 
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8 thet the powder aad sugary ard vhatnot axe added prior 
to pasteurization? 
A Yas. Yes. 


Q Would you daseribe for us, Mr. Tise, the process that is 
involved and was involved during. this time pexiod in the 
ctuxe Of butkermiik at “sodstock? 


Buttermilk would be caw skim milk addad to a 


dif¢fazaat tyve pasteuriser, and I mentionel the holding methoal 


ef pastearization. 
are approximately ten lavge 1003-galhion vat 
steurizers. The raw skis milk for huttecmilk would be 
acded to one or more of those vassals. Rutterfat ahead 
to met the desired standard. ‘tha heet would be raised to 
165 Aagroees Fahrenheit. Theat temperacure wouwld bs held for 
45 ma Uunt2s to an hour. Tacn the produce would ba caoled in 
thet gom2 vessel by Gixeulstioa of cold water through a 
jacket until the milk veact.ed the Lempazakure of #2 G@agrees. 
+ that time it would be innoculeted with a desizond 
eviture of bacteria called bulk staster ani held at the 
terparature of 72 degrees fox 14 -—- well, 14 to L& hours, - 
at which time it would neva becone cultured betterilk. 
Az that time when it has reached its aesixei flavor, 
tlixatable acidity, it wovi.d be coored in chat vat to 40 
ge7@te Then it is ‘yaasy to be packaged. : 


Wil. you dasuxthe foc us, cir. “Gs.,th: prosas thet ig 
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involved in making. hal f-and-half£ at. Woodstock ducing this 


ime? 


A Falfvand~half would be a blend of raw whole milk and 
Kaw Oxeam. This wovld be again a process of stendardization 
a raw milk storaga tank. The , after chack testing to! 
datermine that it did meet tha desired butterfat stendards, 
would be pumped to the shore time, high~temperatu. re hott tna 
system end pasteurized, homogenized, then back toa 


pasteurized Ss, tank — of the fillexs. 


'Q Vhae of the produci: Whipped cxeam? 


A Whipped -- well, whipping cxeem would i tha -~ whipped 
cream is a product after it has md air Hiboesien 2a. But va 
would exll our product whipping cream. It would ke a cream of 


32-pexcent butterfat or mee a minimum of on pe xcent butier=- 


-fat. And pasteurized, cooled, xeady for packaging. 


Q Pow was sur cream maja at the Woodstock plznt? 

A Sour cxeam is itn ee the holéing vat machoa. It wouid 
ye a blend of raw whole wis and KEsd crean put into a 

paster cise vat or proces: ting vat. the proper butterfat. - 

lavel attained. Heatod te 165 and held at that terperature 
for a .nimun of heat minutes, then ccoled to ™ to 72 degrees. 
A desired known inten of basterie added. tneioted at 79 
“72 de <xeas for 14 to 16 heuxs end at that time Le would have 
ccaucviated znd devalopad the Aseived hody, Sin end it wo 


ba cooled by ciecwlating cold water through the jaclet. ‘hen 
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it is xceady to packaye whan it cools below 45 daureag. 

Q Costa you explain fer us why che bacteria is ac 
pro Wee? 
We add. the bacteria te produce the -- Zevelup Lactic 
Exea che Lactose that ia in milk, and in doing eo they 


guizta the protein that is in wiik and alse davelma flavor, 


<* * 
scmrtennepenten: te etna ones non etna Gn sm men eent extammamegnatie <= ae Pernt ww 8 cement We Aine s+ SOM 
eearcreeee ke eer ct aetna emenen antes m= aeons ne OG ot AR ama ear 


~ 


bedy, texture, Elavor, axoma, witil yeu have sour cream. 


yet arene 


Q Yow was eggnog manufectkuxed at the Wendstoes plant? 


a 


{2 


Bygnoy would be © blerd cf raw whole Wilk and raw cream 


svjar, cxyg yolk slids, soma staailisers then it vould be 


POD aD A CREE LGC! RPI comms TOE ey 


pasteurized into a pasteurized = tank, then the 


Qertved Clavor material wevld ba added, which includes, weil, 


- = ig ¢ 
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aan tnaun oaptnananoee tot ~ 
Seer ma aranrnion wamcen be nee 


ircvi:do3 some spices snd cum and so forth to devclop the ecg~ 


nea flavor. Yhen it is aéy €or packaging. 


| 
| 
{ 
bi 
rus storage tank, and elso in chet tank would be added 


Q I just have one {4n22 question in this area, Ne. Tiue. 
How vas onien dip manvfactixred at this vlant ducing tats t2.me 
pe iad? : 

A Lf onicn dip is mada from sour cream, and TY can‘t 


testify that at that time onion dip et Woodstock was mada 


aS A hee AI AT AL LOE COOL LAL 8 PTO RA EO 


€reza Sour cream -~ 

eR. MATHIAS: ‘Your sonoz, if this is to ba 
speculation, I ask thet tha witsese not speculate. 

MR. Corse: wv wz Honor, “hat IT world suggest is 


with the approval cf the Court, If ches ate On? Gx tve Mev ne J 
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to have this witness define both. Yhen we will bring cn 
fvxther evidence if it need be as to just what wae the 
proces employed at Woodstock at that time. 

JUDGE HINKES: Very wall. 

TZ WITNESS: There are two comnon ways to ~~ 
methods fox making sour oreem --- onion dip. Gne would be to 
use : yveem, as I have previously described it by the 
acdition of a flavoring base to make the onion dip. 


‘ 


There is another method using vegetable fats to 


replace butterfat, an@ the processing procedure would be to 


use milk solids, not fat, with vaw whole milk. ‘the addition 
of vegatable fat to the desired butterfat content, heating that 
to 185 for a minimum of 45 minuies, holding it at that | 
tenparature, then cooling it to 70 to 72, adding the same 

tyes of culture bacterin, inevbating it for 14 to 16 hours. 

Basically it is the sate product except the 
vegetable fat 4g substituted fox butterfat. 

MR. CURNIN: Your Eonor,’ this completes the major. 
pextion of my direct, and certainly this area of testimony 
that I wish to cover with che notice. 

I knew he has been on the stand for a little wer 
ar. hour. With the Court's permission, may we have a short 
recess st this time? 

JUNGE WINKES: Verw well. Wa will take a chort 


FEeeonigsa Waw,. ass | 


~ 
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By Mr. Mathias: eae 

Q Yes. This process of adding the vitamin A and D 
‘concentrate and possibly the skim milk nonfat concentrate, 
this would be a mechanical precess of adding these to the 
milk in the vat; is that correct, six? 

a Are you referring to at the present tim? 

Q Yes, sir. 


I am really referring to the period '64 through ~- 


I mean 'S6 through *70, if you ka w -~ know how it was done 


in that time. 
a.6hCUt don't Jnow how it was done at that time. 
Q | How is it done today? 
A But basically it rs it 3s added in the raw milk state 
aboad of pasteurization. 
Q tt is just physically added? 

JUDGE HINKES: ts it a mechanical process or a 
chenical process? 

THE WITNESS: No, it is a manval precess. 

JUDGE HINKES: Very woth 
By Mc. Mathias: 
Q Now, in connection with the pasteurization process, 
you upoke of holding this -- the milk in the pasteurization 
process, the homogenized milk, at a temperature of 175: 
degrces for over 20 aacente, 


‘Now, when you use the tern “over 20 aeconds," do you mean 
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MR. CURNIN: Your Honor, before the witness answers, 
may I have the question read back? 
Iz think counsel ig talking about -~ and included 
in his question “= pastourized and homogenized mitk. May 
I have the question? 
JUDGE HINKES: Yes. 
‘ (Whereupon, the reporter read the pending 
question, as requested.) 
MR. CURNIN: It is at that point, your Honor, I 
think that is a misstatement of the witness' testimony. 


JUDGE HINKiS: I think the homegenization takes 


placa after the pasteurization. 

MR. CURNIN: That is my understanfing, your Honor. 

JUDGE HINKES: Is that correct, ‘Mr. Tise? 

THE WITNESS: The milk is heated to 175 degrees 
in the heitdag section. When it discharges from that 
hezting section, it is at 175 ss going to the homogonizer | 
The temperature of ~- or the pressure of ‘homogenization 
actually adds 1 or 2 dagrees to the temperature of the milk. 

| JUDGE HINKES: We are not concerned about the 
temperature. We are epeaking of which comes first, the . 
pestourization or homogenization? 

THE WITNESS: The actual pasteurization, the 
hesting of the milk 1s accomplished in a series of clean 
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' plates. 
The sitet 40 in effect part of the holding 
time at the pasteurizing temperature. 
By Mr. Mathiass 
Q So that the homogenization is a part of this holding 
time at the pasteurizing temperature? 
A It is, but &t is not part of the legal holding time 
as specified by the U.S. Public Health Service standard 
‘erdinance and cods, because the holding tube must be 
sufficient length to hold the milk a minimum of 15 seconds 
ion the oles it enters the holding tube watts tt hits the 
flow divsarsion valve. : 3 : 


So the homogenizer is not part of the legal holding 
i & 


time, but it is part of the overall holding time at 175 


degrees. 
Q All right, sir. I believe I understand that. 

I understeod your testimony to be that for this 
entire holding time in which the product was held at 175 
degrees or approximately at that level, through the -~- which 
woulda include the homcgenization, that the entire holding 
time was over 20 seconds. 
A You axe correct, because I did testify that the antire 
holding sube, or entire holding time was in excess of 20 
eeconds. That includes in the holding tube plus the 


hezoyenizer and the pipe -- the stainless steel pipe from the 
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heating section to the: homogenizer and from the homogenizer 
back to the holding tube. i 

Q Now, sir, my question is ates or not this ~-- when 
yeu speak of this time, the milk being kept at this 
temperature in excess of 29 seconds, just how much over 20 
seconds? Is this approximately 20 seconts, or is this a 
great Geal in excess of 20 seconds? 

A No, it is approximately 20 seconds, 

Q Now in the case of 2 percent milk and skim milk, I 
believe that with the exception of standardization, ast | 
understand your testimony, these preducts went through : 
the same pasteurizing, homogenizing procedure. Would that 
be correct? = 


A It is basically the same process, yes, 


Q the only difference is the butterfat of the milk going 


into the process? | 

A Yes, and the vitaoins and minerals which we have 
discussed. 

Q Now, as I understand your testimony concerning checolate 
milk, this went through the same procsdure and the only 

_ exception there again would be the procedure of standardizing 
_ the basic product with raw whole milk and zaw skim and adding 
the checolate powder me the sugar eng egitating it prior to 
pttting it into the procassing procedures is that correct, 
oir? c. | 
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A That is basically coxxect, yes. 

Q And again, this would be basically correct with the 
products half and half and whipying cream, would it not? 

A No. . so 
Q It isn't? Waat éifference occurs? 

A This is a different process, becausa -- well, butter= 


mai ik? 


Q No, not buttermidk. If said aalf and haif. 


A All xvight. 

Hal€ and half would be the use of raw whole milk, and 
rew cream. It would take much larger quantities of raw 
enn, we the finished buti:erfat content should he 
12-1/2 pexcent. 

Q And ~~ well, other than this gtestaxthietion, is --~ 
would it than -- atees 4 was ectandaxrdized to this level -- 
aA Afta: standardization and pousible foxti fication’ or 
tha uddition of solids not fat, the process would be 
busicaily the same as for homogenized milk. To the same . 
pasteurisiag system, hewogenizing, cooling and pasteurised 
BUTIYIOA. 

Q Now in the case cf whipping cream? 

A Walaping crean would ne -- nol be pasteurized by high 
texiparatuxe, shert time. ‘That would ba pasteurized in a 
peztemcd zing cab, beaten probably to a hundxed and -~ well, 


abova 16) adegvaas, haid for a ainimvm of 30 minutes. In 


__ {aay 


By Mr. Mathias: [uve 3 1 6 3 


Q Now, in speaking of t:he homogenization, you spoke of 
breaking up the fat globules in the milk. Just how ig this 
dane, whet process is the milk put through in 

ovder to accomplish this? 

A A& hemogoniger is a lexger positive pressure pump. It 
forces milk through a very «mall orifice, and the 

preceure on that orifice is controlled manually, That 
pressure can ba applied up to 2500 pounds per equare inch at 


any Gesived level, from zero to 2500 pounds. 
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Q Now Z take it that the pressure, pushing this milk through 
a small orifice breaks wp the fat globules; is that correct? 

A Tha pressure foxcing it: through does not break up the 
butterfat globules. The shearing action of the product flow- 
ing theough that valve, there ie é shearing action that bi-eak 
up the butterfat glokulss. 

Q Well, what do you moan by a shearing 2zction? 

A Well, the path of the milk is the change ~- the flow of 
the milk through that valve is changed 90 degrees. And by 
epplying pressure at that point, the butterfat globule is 
sheared. 

Q in other words, as I understand it now the milk is 

coming ax that erifice at a 90-degxee angle? 

AK 1c is coming at an orifice at thie direction. 


Ata $0-degree angle? 


+ 
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As it comes in, it goes directly into it. And as it 


i 


$324 


‘Atechatyes. it goes this way in 360 degrees. 
. So this would ect in goimewhat the some manner as a 
knife, then, cutting the at globules up; is thet cerrect, 
Six? 

And as it passes the interface of thec valve, it shears 
the globules, —— 
Q Mov this: is basically a mechanical p CeES? 


%t is s mechonical process. 


A 
Q (hat ie the purpose of henogenization , Mc. Tise? 
A 


Well., there are several reasons why homogenization is 
used. hasically, it, oa peaking the butterfat globule size 
ties its original eight to tan micron size to less than 

wo, i prevents the chee £ putterfat in a bottle of milk. 
And ‘vo! it, after homoge nization, you have « a honogenous 
mass with the putvorsiat mixed theoughout the contéeiner 

of rilk. 

Q { take it, Mr. Tisa, that thie is in contest to the 
silos’ oldar ¢ aays withia the deizry industry ghen the 
eream dn a hottla of mitk would vise to tha top and 

you had all the exeam on the tcp? 
A It is in airect soutrast to the old crear Zine nilk 
that was progucet ae. 30. years ago. Prior to 1939, besatse 

rLox to that cine all aad iyvieas took great pains to extend 


thetic Choa oe as Sax Gown fxom the top inte ths bottle as 


i: 
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they could because they wanted a distinct yellow: layer of 
fat. 
) whia madd the: Gaueoner think he was getting .a lot better 
grade of mi1k? 

MR. CURNIN: Objection, your Honor. I:don't 
think what the customera thought in 1939 has-any releven y 


to this case whatsoever, 


JUDGE HINRES: _ think we can go on. There is 


2} 
4 


not much point in this inquizy as to what was done in 1939, 
really, is thare, Mr. Mathias? 

MR. MATHIAS: Ob, your Honor, but there is a 
reason chat I am siping to cormnect up hera as to why the 
product is homogenized, and I believe it -- it is only this 
ong question. It is ¢lacifying a point brought out by ins 
witness. I don't sea where it is cbjectionable. 

“ur, CURNIN: I object co the xeferanca, your 
Honor, which 18 clearly bcyond the time pexied of any 
relevancy in this case, 

, JUDGES HINKES: I think we can avoid 1939 in any 
B7ant. : 
By Mr. Mathias: - 
Q In any evant, Mx. Sise, tha basic reasoning by homogeni- 
zation is to nix the cream wo into che milk in é fexn that 
it wild net gepaisate; ig that. correct, six? _*. 


BR that, Le one of tite midm purposes. 
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Q What would be ancther purpose? 
A tt caduces the curd sansion of the battervat, makes it 
mora easily digestible by the hiwnen body. And to some 
it wakes the pradact ware palatable. 
we lave apoken of several different 

processas -ough on its way  Theough the 
Woodstock pla rake it that these are basically the 

PRICHSses waieh the milk is put shrovgh in ony dairy 


is that not correct? 


MR. CURIENs tion; your Honcr. 
SUSGE HINKES: Again I don't know why we ara 
going iato any other Saizy plant, if we can avoid it, Mx. 


Mathias ° 


MR, MAUIIAS: ALL right, Sir. 


i 
t 
i 
i 
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By “xr. Mathias: 

Veil, in connection with tha processes such as 
gaparation in the oo milk and the pasteurization, chase abe 
prosessas that gould be done at home by the NOME OWT » ere § 
they’ not, sir? 

A No. 
Q Hot in tha geme manner, bat the seme basic process can 
be aitectad at home, can it not, six? 

=~. ould be impossible to homogenize. 

+ Qidntt mention homoyeniuation. TI mantionsd cae 


baruiiug, gevarating af the cyan © 


[weal 
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think there is on the market a small enough model of a 


separator to effect the separation of milk and cream. I 
suppose if you, as a home-owner, wanted to buy milk and leave 
it sit ina vessel in the raw state until the cream rose to 
the surface and then you, by some means,would remove that 
cream, manvally, you would sie get very good efficient 
separation of the butterfat and the cream -- or butterfat and 
the skim milk portion. Once you had it, you wouldn't know the 
butterfat test on either the cream or the skim portion. a. 
Ané go far as separation, if you wanted to try to devize | fe: 
some means of home pasteurization by water bath, I -suppose | 

you could do it. But it wouldn't be ‘vary sanitary genacaiiy.! 

You would end up with all types of contaminating sources. | 
By Mr. Mathias: : 

Q The iain ake cook the milk, though, to a certain 
degree temperature with a thecmometer in the milk and keep 


it at that state for 45 minutes and pasteurize the milk, 


could he not, sir? 


~« 


A If they learned to become proficient at it and had the 
proper ecuipment, it would be possible. Sut again it would 
be very impractical. ? 

Q Now, Mr. Tise, it is a fact, is it not, that federal 


regulations require milk to be pasteurized in order to have 


| 
\ 
| 
i 
| 


it shipped across state lines? 


MR. CURNIN: Are we talking about April, 19747 


8mil 
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MR. MATHIAS: During the period 1965 through 
1970. 

MR. CURNIN: I would object, your Hovor, as being 
beyond the scope of the direct examination. | 


MR. MATHIAS: Your Honor, I don't believe it is. 


i 
I believe this is within the general operations of the | 
Borden Company as described on direct. Obviousiy bn Cross, 
we are not limited to the exact questions posed by ASP | 
counsel on the direct. | i 

MR. CURNIN: But we are certainly limited, I sitiee 
your Honor, to the subjects that were covered. 

JUDGE HINKES: Well, I do think that this is 
within the general purview of the gubject that was covered 


on direct examination and I will overrule the objection. 


Q bo you recall the question? | 


| 
| 
{ 
| 
| 
By lr. Mathias: | | 


A Interstate milk shipment is required to be pasteurized. 
Q In your questioning by Mr. Curnin, you were asked 
specifically as to the Excelo packaging equipment at the 
“Woodstock plant. Was there any packaging equipment at the 
Woodstock plant other than Excelo equipment: during this 
period '6€ through '70? Or ‘65 through "70? 

A Yes. I don't know how many. But there ware sone 
fillers made by the American Can Company. 


Q Would this trademark be Cznco? 


mal 


"gue 


, 41€9 
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I gather that this was a rather efficient plant. Did it r 


a smaller labor force than the average dairy plant? 


MR. CURNIN: Objection,your Honor; I think this well 
beyond tha scope of the direct. : 

SUDGE HINKES: No, I think I must overrule that. 
The witness was being questioned upon the operations of the 
Woodstock plant and I think this comes within that purview. 
rfé the witness knows, of course. 
| By Mr. Mathias: 
Q You do not know, is that your answer? : 
A I don't know, I mean I have no knowledge of whether it 
took less people. 

MR. MATHIAS: No forther questions on cross, your 
| Honor. 

JUDGE HINKES: I have one queseions Mr. Tise. You 
described the number of processes that started with the 
raw milk from the farm and ended up, let us say, with the 
vitamin D, homogenized whole milk. Can you tell me at what 
point in your opinion the labelling of the product as raw 
milk became inappropriate? | 

THE WITNESS: Well, once it left the -- once it 
became pasteurized. | 

JUDGE HINKES: Until it was pasteurized it was 
still raw milk, is that correct? 
| THE WITNESS: Yes, sir. 


re 
& 
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JUDGE HINKES: Now, then, after pecteurization, but 


before homogenization, what would the product be considered? 


THE WITNESS: well, prior to the time it was held 
for a minimum of 15 seconds at 161 degrees Fahrenheit, it is 
are milk. Oncee it is been heated to in excess of 161 degrees 
Fahrenheit and hela for *°5 seconds, it is pasteurized. 

JUDGE HINKES: Now, is there a difference, then, 
in the product that is known as paBteurized milk from vitamin 
D whole milk that is sold in the carton? 

THE WITNESS: Well, pasteurized milk could be of 
any butterfat sbove a given sinimen, and pasteurized, without 
any other treatment. But homogenized vitamin D. milk must 
be at a, or above a, given minimum, plus fortified wick 400 
USP units cf vitamin D per quart. 

JUDGE HINKES: Now let me understand that. The 

i pasteurization consists merely of holding the milk at a 
certain heat for a certain period of time, is that correct? 

THE WITHESS: That is true. 

_ JUDGE HINKES: The homogenization consists of a 
certain mechanical process, is that correct? 

THE WITNESS: True. 

JUDGE HINKES: The fortification of the milk consis 
of the mechanical addition of a substance to the milk? 

THE WITNESS: True. 


JUDGE HINKES: Is anything else dona to the milk 
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before it winds up on the grocers’ shelves, aside from deliv 

THE WITNESS: So far as fluid milk is concerned, I 
am not sure that I understand your question. 

MR. CURNIN: Did your Honor mean this literaliy, 
Six? I mean there are obviously, and I do not want to comment 
upon this necessarily while the witness is in the room. 

MR. MATHIAS: Your Honor, I would ask -- 


JUDGE HINKES: Perhaps, I left out one thing. Of 


course, there is the packaging in addition to delivery. Now, 


what I want to know, is anything else done to the milk 
aside from, from the moment it leaves the fortification and 
homogenization and pasteurization, you have got a fluid pro- 
duct at that point? 

THE WITNESS: Right. 

JUDGE HINKES: Now, is there anything else done to 
the milk aside from packaging and delivering? 

THE WITNESS: Wo. 


‘JUDGE HINKES: Ail right, that is all I wanted to 


MR. SCHAEFER: Your Honor, if I may interject for 
the benefit of the witness -~ 

MR. MATHIAS: Your Honor, I would like --~ 

MR. SCHAEFER: The witness's answer stands on the 
record. ‘The witness has testified earlier to the process 


of clarification, which your Honor did not include in the 
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series of questions your Honor asked because you started it 
at the pasteurization process. 

JUDGE HINKES: I did that deliberately because the 
witness's testimony the record will show referred to the pro~- 
duct at that point as raw milk. That is why I started there. 

MR. SCHAEFER: Yes, sir, I just wanted -~- 

JUDGE HINKES : I wanted to know -- 


MR. SCHAEFER: -~ mislead the witness to change his 


JUDGE HINKES: No, I only wanted to know at what 


point thereafter it lost its characterization as raw milk, 
| if it did. Are there any other questions? 

MR. CURNIN: I have just two questions, your Honor. 

REDIRECT EXAMINATION 

By Mr. Curnin: 
Q After the milk has been homogenized is it then helf for 
a certain period of time and heated for a certain period 
of tine. : 
A In the Woodstock process, when the milk reaches the 
homogenizer, it is at 175 degrees. 
Q NOW, is there a difference between raw milk as it comes 
into the Weodstock plant from the farm, from the cow, and raw 
milk which has been processed through a clarifier. 
A. Yes. 


Q You were asked some qeagptons about the equipment in 


laa 


alta dilantin intestine died hd al — el 
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coaching the witness, but I would like to put a statenont on 
‘eiuameigathones sary ory autre vec 

and expedite matters. ais 

JUDGE HINKES: Yes. That sight be helpfal. Would 
you step out of the room, itr. Bittiog, please? 

(Witness was excursd from the hearing room.) 

MR. MATHIAS: Your Honor, in addition to Mr. 
Sititents assumption in connection with this particular 
witness, there is additional testinony in the record by gate 
Mr. Kristoff from Burger's appearing om page 2279 ‘of the 
transcript in which Mr. Kristoff states the mathod of 


‘Febating by Borden to Buryer's Guring the period 1966 through 


1970, = forvthe record I might note Me. Eristoff's pana is 
apelled Barieetee tt ee 

— And during that period Mr. Kristoff stated a. 
_ Eavetvat 4 rebate imsod upon a yerostitage of the total 
purchases once a month, This was for the entire period. dee 
soit "in tect he Bab paid a percentage of his total :- od 
purchases during this entire period, this would support oe 
mi nittiag's mugponttton unter whlch be tas tatda‘the rebate 


| Si applied 1¢ as a percentage of the total purchases, 


< 60 in view of this ad@itional evidence'in the tite 
18 wind seen to we that $0 heehee Wie xevect with Very 
extensive questioning as to whether or not there was any 
grounds for Mr. Bitting’s supposition is unnecessary. 
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particular months, «Mitel. 
Mr. Shaffer's atatenent in effect conifiizns our 
' priate finding that these ace the only records for. 
* this period of time. ‘There are no other records of the 
Borden Company for these sales. _ 2 ee oe , 
Now; t would ihe to phsiinien in connection with ve 
relevancy there have been a number of innuendos and oe 
“comparing this sinttenhae exhibit, Commission Exhibit 163-a, . 
with the price comparison charts which pa had prepared for 
certain a custoners which 2 have already — received 


owe: 


Tt think to make. such | a , comparison is Improper. This : 


Socmment does not purport to ao the same as those dscunents. 


in the an area. There is no place an this document Snate 
——— et ian er ee ea ne 


it purports to set — the exact dollar anount of discriminatic 
gO aco apn rc oc aa eaar ng ce cen 


LOLOL ILD | 


between A&P and any of these customers,: 


What we have done here in effect. ta ts 
ee ee 


| | ing from the Borden Com any in excess BOC ° that is all 


| retail ‘store castoners. We aid eliminate schools and restauran 


With that in mind we haa onty one purpose in this 


Se ene oe tegen? On tee ee came ete Se: 
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and not one ‘ees one of “thes has tied up the Reuter: Daley 
vith the Borden operation. : oes 
: As a matter of fact, Mr. Daube, who was the one 
who W2a8 called to oeene ate this particular document, : 
testified clearly and unequivooab2y that the Woodstock Dairy 
was: not known | as Reuter Dairy and that to his knowledge none © 
of the processing plants of ~—" s | antral divistan were. 
“known as the Reuter Deiry. PO a: - aa Re st 
nee | JUDGE ‘worms: * Let me sie a a moment, 
Me. Hathias. . nee Ns eee : ee ee 
Ed ena I think it has fies conceded that the Colwan, 1 


$ioupes on 65 are thn ~thet—oomeot?, 


MR. MATHIAS: ‘Pode Honor, tr. Daube 80 testified. - 
canny Laat NO RAR laa CI 


oe counsel hag. . butchepetet 


$6 that effect in-thé recon’. abe mea 
beeen | 


- JUDGE HINKES: "Now, whether or not witnesnes were 


ess in: ible: and correct ind. ‘ae I an 


testified tnt the figures that he reached in Column ~ - 


= Lt'wera, based upon the figures in —— 12 <3 by the 
Sigures. ‘in Column 1.- oe : 
HR. MATHEGS: Yes, sip. 


" SUDGE HINKES: Mow, the inst ving I would ike to 


Berge ss eee 


* 
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| for which there will be, you say, proof of a violation ef all of 


all of the elements of the 2F case. 
MR. MATHIAS: This is where wea are going to get into 
the injury question. That is correct. 
MR. MCINGRNEY: Including the impact on competition 
and arent of it is pretty mach gqnored background. 
} MR. MATHIAS: Correct. = 
. HCTWERUEY : Hay I askjthe basis for the selection 
of these particular time periods and places? 
HR. MATHIRS : rt was availability. of the records. 
There wen chviously~-- With Gary, Hammond ani Valparaiso , the 
ll commerce question came into our mind in the selection of those | 
: particular customers. Ve wanted to just space tnese Aine periodh . 
out so th ney would give an indication of the extent of discos 
mination over a pericd of timo and: ‘the and period up to March, 
1970 of course had te do with naking it ag recent as: we oould. 
At the time we obtained this documentation or started 
£0 nent this documentation, this ‘was a very, current — een ' 
and of course we had to cut off some where and we cut he off at 
or? 1970. 
MR. MCTREPNBY « You don't mean to say and correct me if | 
‘Y am wrong, that the basis of this’ cele:tion was the avaiiability 7 
of records and there wete no records of other time periods for 
thesa places or other places for ‘thess time pericds? 


MR. MATIIIAS : to. = said this was one of the basas. | | 


} Fox Inctance, Pebruary and March ca 1966 was ere as oppose F 


A te 
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places and other tine periods, and that in making this selection 
for your purposes, as yan said, there must have been sane ante 
for it other then pulling it out of a ase. 

MR. meamumce We were interested in the deigeins Metro 
politan area, “including the Northwestern portion of Indiana be- 
-Cause this appeared to involve the major portion of pales. of | 
mateinbe label by poses toA& PP. That is why this basic 
aren was selected. Valparaiso came into it because one of the 
independent chains involved in ‘the Gary-Hammond area happens 
to have 8 store in Valparaiso. 

We took the invoices to the ent tire chain. This is 
the way the basic aveas were selected. How partioular routes 
were selacted, I was not there at the time. How pax ticular cw3- 
tomers ware selected, this ves the investigative process of Mc. 
.|PatewLts and not mine and I do not know how he obtained the naa 
of various customers. — | 

MR. MCXNERIEY : Your yomoing I think in addition to 
| getting the specification of whére vo are going with respect. to 
the rp counts, as you put it, we would also Like ta have the are 
auction of documents that we requested and respeottully remind 

Your Hunor, you have not yet ruled on the reguast. 
: HEARING EXPNINER SCARUP s yer, there is one subpoens 
that was directaa to the Secretary of the Commission and I wae 


holding that in abeyance to sie what would heppen, perhans at 


this prohearing conference ’ aut perhaps the next one to Boe. wash) | 


wwG are. : + : " : Ube 
* 4 bs Gay ud « 4 . f * ‘it A Pai 
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shall receive these two ‘extbits of the Respondent A&P in 


‘psamncagicca 
' {the documents referred tO, heretofore » Ce 
marked for identification as Rewpondent A&P Exhibits 
2 and +, were received in evidence.) 

UR. WHITE : ‘Your Honor , just aga matter of clari- 
fication, I ausume that I should — as to what counts it 
is — received with respect tor ae 

JUDGE AINKES: Mr. ctnerney~ 

MR. MoINERNEYs ‘Well, I am not pressing « any count 
against Borden at this tine, Your Honor, in this focus. z 
think it goes to A&P's good faith on all three counts, as far 
as I am concerned. I am - neCtzcasctoe it in defense oo 
of AGP. ae : 

| JUDGE HINKES: 1 think that is a pana ansiier 
for the purpose. aoe saat 2 : : . 
A&P is not a charging party in thie case, and its 
only interest, legitimate interest, would »>e in defending 
charges ousiuat it. And, for that purpese, of course, it is 
being received, but having been received it is available for 
any purpose in this pesmi a , 
- By Mr. McInerney: ; 
Q wow, Hr. Minkler, His Honor asked you a few questicas” 
about these documents, and they were questions that I had 
intended to ank and I am afraid interrupted the flow of Ste 


“ wa hy. 


age | Op agauy - a 
te the Eagse people = that timo. ee 31 79 


WR. CURNIN: I have ae forcheewbatinkey. Your 


ER. WHITE; Nothing further. 
Py MATRIAS: Kothing further, Your HONOr . 
JUSGE HINKES: ‘thank you, M:. Gose. a 
MR. CURNIM s . May we go orf the record, Your 
oS 
GUDGE BINKES: Yes. 
- O££ the recoxd. 
(Discuasion off the record.) 
‘SURGE HINKES : On the record. . 
A motion has been made by Counsel eusetias 
the ceuiat to xsecelve in evidence the — taken of 
Mr. Malone some time ago. 


Mr. Malone is now dead and I have asked 


i or for their reaction to the motion. 


Mr. MoInerney? 

MR. MGINERNEY : Your Honor, at the tie uel this 
oa was thken, we objected to the taking of it on the 
gzound that it was premature since we had only recently bean 
served with the complaint. | 

. tt ds wey beoatiectien that we had not answered 
at that ‘point in tima; that we had; however, requested the 
production of doounsats £rom both the ‘Federal Trade Commi.asion 
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and from Borden and we asked for an adjournment of the depositipa 
4n order to permit us to study the response to those demands 

for docaments -~< and they were more than demands, they were 
formal. requests fox subpoenas. 

Our objections were stated on che en at that 
time, and IL won't belabor the record by going cover them again. 

Basically we were saying that we were not at that 

point in time propexly prepared to eross~examine Mr. Malone. 
Nevertheless, despite those objections, the depositica went 
forward. 

: alice that time, we have become mich more 
familiar with the accounting aspects cf the case, which is 
what Mr. Malone was testifying to, in part at least, and we : 
esuld, “at this stage, present a much more thorough and I think 
more effective pvook-taduinathen of Mr. Malone. : 

X could give you gpecific thneanous of that 
with respect to particular phases of it but I think that the 
substance of our objection is that the examination was indeed 
premature at that time as far a3 Reapondent A&P was concerned 
and before the deposition is received I understand that if it 
is weceived this objection would sivactiuens go to the weicat , 
of 4¢ and there area other objections noted in the deposition 
which will be considered, but as a preliminary tareme matter 
we da object to the reception of the ee ‘odie these 


citounstances e 
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which he referred, and the data that it reflects. 

Row, under those circumstances {¢ sean to ne that 
we are entitled to explore the underlying data. 

JUDGE HINKES : But what are you going to explore? 
Threre is nothing in the record which will tell us what the 
exhibit is. All wa have is _ testimony of the witness and 
what he used ha talked. about, but you have nothing to go on. 

MR. PALLS: If that is = case, then, the tes Lino 
should certainly bo stricken, : 

JUDGE HINKESs That is up to you. tf you wish to 
‘make’ such a metion, I will make a xuling. UD Ae 

But I don’t think that what you are see in. 
evidence by way of exhibits is at all connected with the . 
state of the record that was craated on direct examination. : 

ae Had the exhibit been offered in evidance endr 

received, then I could understand it, bot let me put it to 
you this way: Do these exhibits dn any way contradict; 
explain or modify his proposition that the differences . 
- fall service éelivery and modietad arop service aalivezy | 
diminish as volume goes up? oe, Sch sge 
| MR. FALLS: I think they explain that proposition 
as applied to specific cases, After all, he aid discuss, 
and I don't think this was only on croes-examiaation, the 
fact that he kad conducted time studies. 


JUDGE HINKES: If you are offering tuese exhibits 


‘es 
245 
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to demonstrate what the witness has testified to, I think 


2631 


it is entirely appropriate, but I Gon't quite understand the 
function. I would think that if anythirg your purpose is | 
to discredit eda he has tastified to, end not to implement 
it. . : wie 

That ic about all I could receive. 

Ig you say you ere offering these exhibits ‘to 
demonstrate that the differences diminish as volume increasés a 
which is what he testified to, very well, I have no objec- 
tion to that, certainly. But I don't chink thet is what you 
msan. , 

MR. FALLS: No. I mgan that the data on which he 
rglied and about which he testified in arriving at his con- 
clusion, it gacns to mo, can also support other specific 
conclusions. 

JUDGE AINKES: What data are you referring to? 


MR. FALLS: The tima studies about which he testi- 


fied. He testified that he participated tn, managed, directed 


time studies which led him to this conclusion... 

It sooms to me that Gata having been relied on for | 
that purpose, that I am entitled to inguire about the data. 

JUDGE HINKES: What time studies are you referring 
to? His thesis? : 

MR. FALLS: ‘The time studies that were zeflected 


in many ways in his testimony, in this brosimre, in Table 1 
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pinnsesieth inns Ghia taal in tila aie 
Those same tino studies lie at the base of all of 
it, and I think they le at the base of all the conclusions 
to which he testified. . be ae 
JUDGE HINKES: Let's be specific. One thing we 
know is thet his thesis was =2t relied upon. He said so. 
The fact of the matter is he was questioned why not. 


MR. FALLS: Wo, the thesis is offered by way of | 


2] 
| 
4 
8 
3 
7 
8 
9 


Z 
| 
| 
| 
| 
| 
| 
| 
| 
| 


contradiction or inconsistency of the date to which he tes- ; 
tified he did rely cn. | : : 

JUDGE HINKES: Let's go back now. I want to get | 
first of all the data he velied on. What did he tastify in : 
that respect? : 

MR. FALLS: He testified 18 to full service and 
modified drop service delivery. In that connection he 
to Exhibit 181-8 showing the two curves. I asked him on 
what data those curves were based. He said those curves wore 
based on the data accumulated in the Wisconsin tine studies. = 
T aaked' him Af that wis the cane date nefiected An nay Rehibi 
85 ana he testified i1e was. 


Tet 


So here we have a body of data which underlies his 
general proposition, thesa curves, this table and the broohin 

It seems to me that data having been relied on, I 
am entitled to intreduce conflicting data in his thesis and 
to determine what other conclusions might be drawn from the 


+ 
4 fe $ 
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t should ‘also point out that we vere advised by the 
Governnant long in advance of this hearing, we were given an 
outline of testimony of Dr. Solverson, to which “ny 
exhibits were atteched, including Fable 1. 

It seexs to me that has some relevance, : 

JUADE HINKES: I don't see at. Are you siti that ; 
they must offer rn evidenca everything they intend to effer 


ia evidence, they must pring to the stand every witness they 


think they might use? f don't think 80. 

Was table 1 used by the witness in preparing his 
testimony on Giract? Apparently it. was not. © eee a 

xt 4a your exhibit, Mr. Falls. is that right? 


MR. PALLS: Table 1, or at least the data Anectknes 


and reflected in Tabie L were used to prepare the two curves 
which show the ——— to which he testizied. -These 
curves represent data points. The data points are the data 
points which exe described ia Tablo 1. It is just a pro- 
gression a 1 to the curves nash sald 
mate conotushen. 285) Pot See : 
To pat it another way, Your Honor, if I may, after 


all the witness testified to the relationship which he 41lus- 
trated by these curves. 


Ss os eget oy eb oti gues + NNER LINE ES IPOS ay yg TET a. Sr Gee 
ae en a.” &- dae. See ee eta ORES Teo es CRE Whitehead fete 
SPREE WIEN Saas skit ed 2: oe eis . 


pry 


Now in effect all X am doing in my exhibits is 
picking points off those curves. 
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JUDGE HINKES: Again don't quite agree with you. 
He did not testify about these curves. os NE See 
certain prices or costs. He apparently prepared carve, 
and te ae hand Nesliee Sb Ah Ge sential: heey perme 


but that curve is not in the record. It appears nowhere. 


MR. FALLS: It would be interesting to review the 


yecord to seo what he said to us when he was looking at this 


éocument. 
3 JODGE HINERS: In any svont it is only what he said} 
That is my point. : . 

MR. FALLS: It seems to me once he says that’a 
relationship exists by virtue of any data he studio’, and . 
‘that is the only way he could coma to this conclusion, I an 
entitied to inquire into that data and draw whatever con- 
Glusions seem to bo indicated by the data, or ask him as an. 
expert to testify on what he thinks the data aupport. 

JUDGE HINKES: Now, which of your documents, then, 
docs vanes Sey ge ee 

MR. PALES: Z think they all do. 

JUDGE HINKES: obviously not the thesis docunants. 

MR. FALES: Ail right. There are two iekageuhen: 
of document =. Oue category of documents tekes the data and 
attempts to draw conclusions from them. The other data 
attempts to saflect possible inconsistencies. 

The thesis is one that would reflect possible 


~ 
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A document, for : example, Like MEP masiie’: 10¢ where 
I have the number 37. 52 minutes ae oat service delivery in 
a certain bracket, is a somints which directly relates. to 
the curve representing the relationship by which the: witness 
tasti ried and to the data on which that curve was base. 
ghat number would represent 8 point on the curves. 
: JUDGE HINKES: I think first of all that Exhibit. 
10 is based ppon Exhibit 8. 
MR. FALLS: That is correct. © ae 7 
sues HINKES + Now then, before we go on to 10, © 
let's be sure that we have a baste for Sonkitesiis the — 


tion in evidence of 8. 


Now you say that 8 represents the curve, or the 


curve represents 6. 


MR. PALLS Right. They correspond one to the 


ea 


the curve in evidence, oy 4s . 


JULGE BINKES: That. is right. But we don't have ~ 


“MR. PALES: But we have the witness's er 
about the relationship represented by the curve. 
JUDGE HINKES : Yes. alt right. 
To that extent, what is the objection, ines; of 
Complaint Counssl to reception in evidence of 8? 


MR. SCZFFING: We never talked about 8. We used 


aa a at a MI SS A ia ae 
ese, PS MR gy ee a 


i reo RAY OT 


eh 4 
Nin 


FONT ORL SEES 
¢ OPIS =o 
¢2 peek BR Po Serres S 


a ein cee Ft Certs Be oc z ~ 
a VE? BSG im kal (ght li pi ae ei Mees SRR, ne 


+ eee 
a , 


RS 1, Saree ae oli 
he ee 


20 Sa 
7! fee 
- 3 ee oe 


4 
S 


Sociite’ 


seb 


— 


Ee 

Colloquy oe 

“ 3187 636 
the illustrat/.on merely to point|out what he testified to.. 

The testimony standing Signe would have proved what 
he’ waa. trying to say, or, in other words, he could: have: from 
mere testimony, as he did, through his testimony, deiiibe 
a Certain relationship. - 


ee. 
oe 


The graph was morely used by him as sort. of & pA axe 
fona of this as he went along. He never vouched for the num 


ber of units on the graph or the minutes per delivery--on 


© ecu © w & & PN 


the — 


S 


I would ‘ili out that one of the exhibits hére ve 


wee 
ewe 


Respondent's counsel is time md cost savings per point -b ow 
‘fall service and modified drop service using Solverson data 
submitted in evidence. = 


tooth 
nN 


& 


That is axactly our point. ‘Yhere is no Solverson 
Gata submitted in evidence. He gave general testimony about 


@ relationship. That is all he aid, Ye didn't put any data 


in thie record.” 
I think thet they are going beyond the tract 
examination if they txy to do it. an 


Furthermore, nothing they have shown here is ‘tncoa- 
sistent with his general testimony. 
JODGE HINRES: Let's take one thing ata time. 


SS SPA BP ALLEN F SOE FRR 


The question that I have is whether the witness in: 
sone way during his direct examination used specific cagerane 
and, 1£ 0, whore did he say that he got then? 


Pe ee ee 
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MR. SOBFFING: I believe it is safe to say he did 
not use specific figures on his direct oxtniaphion. 
MR. FALLS: xt seoms to mo the Government's post 
is completely wumtenable. If they are correst, they can ask. 
a witness to stabs a conclusion, and if he doesn't give any 
reasons, then I am prscluded from inquiring about it. -.- : 
Ha stated a conclusion which necosserily was based 
and ersrged clearly on his testimony on mathematical rela- 
tionships derived from data. . r * ‘. : 2 Eaaeenae : 
Gnce the conclusion is stated based on the rela- 
tionship that in terms comes fromthe data, it seems to me it 
ig one of the most dmportant hob hens of cuiee-aasukiakiin. 
to be able to get at that data and see what the consequences 
are in cvery direction. z 
JUDGE HINKES: All right. I presume that you 
believs that you did ask the witness where he _- the data.. 
Ie that correct? ©. mite oe i 
MR. YALLS: Yes, and he told me. 
JUDGE EINKES: Where did he say he got the data?. 
MR. FALIS: Ho said he got it from his tine: otustes 
JUCGE HINKES: He then referred to 2 particular 


Ps 
«, *s., 


study? he ee 


i ed 
he ‘ 


MR. FALLS: He referred tds series of time studies 


which he conducted in collaboration with the Wisconsin Depart 


ment of Agriculture, He said ho went out on the trucks, used, 
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a stop watch and came up with numbers as shown on Pable-1 


from which he drew’ the concussions to which he has ‘testi tioa. 


JUDGE HINKES: Is that your Evhibit 9, spect 
Bulletin 83? St ey é ba 


WR. FOLEY: Yes, it is. 

MR. FALLS: ‘this is an official mpitennte ef the 
data on which his testimony w was based. 

JUDGE HINKES: Is there any dispute that he did 
sey that he based kis tastimony upon tha figures that he 
arrived at in his Special Bulletin 837° 


HR. SOBFPING: Yes, I think there is. I think he 


- Was entitying on Gizect a0 to wtist ie knew fra kis genced 


axparience as an expert. 

Now, Mr. Palle has mede the point that he merely 
gave the conclusion. Now that is what exporte pan entitied 
to do, reach a vonelusion or give an opinion. 


Be bassd his opinion on information en various 


' delivery systems and whet the trend was when you used them. 


That 4s all he aid. 


JUDGE HINKES: We hava gone beyond that point. - 


When an expert gives his opinion, in cross-examina~ 


tion he may ba asked on what ha bases that opinion. That is 
what Mr. Palis said he asked, and he found out that he based 


his cpinion upon this Special Bulletin 83, Respondent's 
Exhibit 9. 
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Now, is there any disputz so far on that state of 


™ 


MR. SOZFPING: As I understand, he said certain 
exhibits he might have ee were based on 83, but. those 
exhibits were never offered by us’ in evidence. 9. ee ws : 

As I understand it, his testimony on direct . came 
from his general sxperiences, which included this. We are 
not going te deny and say he operates in a vacuum, but on 
direct he testified from a great number of sources. Ab he . 
testified on redirect, he studied other studies. 

I might also point ovxt that he testifiad in his 
direct testinony that this general relationship not only . 
holds true for modified drop and full service but drop, also. 

Tf you lock at the chart, you will ses there is no 
line in there for drop. This is ail pure testimony. 

MR. PALLS: nfter all, this was shown to his. during 
his testisony for some reason. I am talking now about the 
guxva. I think Government Counsel indicated that: he used it 
to refresh hia recollection. ' Ee a 

| WR. SOSFFING: I nevor said that. ‘That was your 
characterization. 

MR. FALLS: It was shown to him so that he could 
do something with it. If he did something with it, he must 


have used it to help support him ia his general statement. 


These curves go directly to the data reflected in 
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these various exhibits. 

If it was just talking from general experience 
having nothing to do — the tine — why was it: ‘neces- 
sary even to hand nas ‘these curves? ec. 8 ae 

MR. SORFFING: I could have had him come in with 
a blackboard and drawn lines to show relationship, | ! 

The mere fact that I used a chact and did ‘nity intror 
duce it into evidence was to make it quicker and easier for 
everyone here dceas not maan I have to offer it into evidence. 


He could have taken a blackboard and drawn two lines which 


would show the relationship. 


I am sure at that point Mr. Palis cotibiiae could 
not have claimed that there was a lot of svidence in the 
record on which he could basa these ocher figures. I think 
it is the sama thing. 


MR. FALLS: It seoms to me the scope of cross~ 


examination of an expert witness is broad enough to encom . 


pass the data that affects his judgment. 
To suggest at this point that this witness's testi- 

mony had nothing to do with his principal relevant experienc 
his principal relevant experionca, which Was a detailed, 
comprehensive study which resulted in a brochure, which 
resulted in calculations, and which resulted in a thesis on 
exactly this relationship, it seems to ma is just to take a 
men right out of his skin. 
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JUDGR HINKZS: Tt seams to ma that when Dr. Sol 
testifies about an economic conclusion, whatevor blac in 
be, he may be cross-examined as to his knowloage ini that par 
ticulaxy field, and that knowledge can be ascertained 2, some 
extant, by his writings as ‘woll as other ways. < 

How, he tastified to a certain cost bshavisr in ne 
milk industry and the dairy Sanubing and to that: extent it | 
would appear that a document. which he among others is offexed 
discussing that very issue is properly admissible. That 
is Respondent's Exhibit 9. | ‘ae 

MR. FALLS: Lat ma ae Your Honor, that Rospandent s 
Exhibit: 8 reflects tha samo data that Exhibit 9 does, and 


since it bas bean much m ~erved to in the questioning, I 


think as a matter of convenienca it would be helpful if it 


were left in. 

JUDGE HINKGS : I was just trying to be suze that I 
know where the figures come from that are listed in 6. In 
speaking of comparisons between full service and modified ar 
service -- — ) 

MR. PALLS's the figures under full service I thiuak 
correspond exactly with tne figures on Table 1 of page 9 
of Exhibit 9, with the exespticn that some of the brackets | 
have been put together in average form, and I think with the 
further exception thee by the use of Table 1 and Table 2 on 


page 9 of Exhibit 9 cortain additional extrapolations vers 


* -. Golloquy ; 
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made in Exhibit 6, which don't depend ca: “edddtional data but 
merely on the use of the data alxeady in Exhibit ial 


CR 
aeRO 


JORGE HINKES: In any evant the figures you have 
on 8 ware taken from S$, with certain modifications ‘cud’ as 
_ extrapolations? .. 


MR. FALLS: Right. © 22: 
JUDGE HINKES: Wo other documents were involved? . 
MR. PALLS: < think that is correct. - 


oo NM @ ww me eR 


JUDGE HINKES: No. 10 is again an extrapdlation, 
an excerpt, rather? | 


wh. 
© 


ond 
a) 


MR. PALLS: ‘hat comes directly from a. 

TUDGE HINKES: It comes from 8, | 

No. 11 49 the thesis? 

MR. FALLS: That we would offer, Your ‘Honor, as 
boing inconsistent in some respects with the other data. 

The thesis itself is 11. | | : 

JULGE HINKES: Wow I believe A€ would be appropris 
©o receive in evidence 8, a and 10. 

MR. SOBFFING: What about the hypotheticals?. 

JUDGE BINKES: Meaning what, now? __ a 

MR. SOSFFING: Maybe we have the wrong exhibits. 

JUDGE HINKES: Ho, The hypotheticals were not con- | 
sidered to ba appropriate, the hypothetical costs. Ttems 
5 and 6 are stricken on Exhibit 10. oe 
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‘ oe: 
(The documents referred to ware received in 


evidence ss Rospondent A&P Exhibits 8, 9 and 10:}« 
JUDGE HINKES: Now with respect to ll, the witness 
‘testified he did nct vse that in his conclusions. It.is 
boing offered I presuns to demonstrate some inconsistency, 
therefore, with his testimony. LS oe as 


MR. PALI: ‘That 4s correct, to indicate shee oe 


data prepared by the seme man might, fox example, in the full 


service area, suggest that the costs of servica there were 
even higher than his teatinony suggested. 

SUDGE HINKESs And thereafter 12, 14 and 15, 
certainly are based upon that thesis, at least in pact. 

MR. PAILS: In part on the thesis and in part on 
the exhibits that we heve already referred to. 

JUDGE HIKNKES: Yos, pods anteonas 

No. 13 Z belicva is not so. I may be wrong. 

MR. FALLS: 13 is pase on both Exhibit 8 and on 
“the thesis and on Exhibit 9. — 


JUDGE HINEES: 13 ought © be admitted, therefore, J 


because that again goes back to the -othar documents which hat 


\ 
been received. 


MR. SOZFVING: That woes the hypothetical on 13 — 
would be removed? 


SUCGE HINKES: Yes. On all of those comparisons 


which use the hyoothatical figures, lines 5 and 6, we are not | 


Spaeth ok, 2% be Ce 
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ae 
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rn those as part of the. offer. 
That leavos for consideration now , the theais.and 
Buhibits 13, 14 and 15 wnich are based in part on the theais. 
Now then, the thesis, of course, was not used by 
the witness in naking his prasentation, but it is. being 
offered to demonstrate sone inconsistency by this: Bane person 
in a.writing comparcd to his ‘testimony and on certain, other 
writings mada by the same witness. oe Re - 


a“ : 


To that extent I think £¢ has to be received. 


“eo « © @ & @ &. 


MR. SOEFFING: Could I say ‘something? © 

JUDGE HINKES: Yes. : fee 

MR. SCEFFING: I don’t think the <hesis conflicts 
with the general testinony. : Some figures in the appendix 


EE ES, LS ES HE IE a ase 
ey ia « a - 


may conflict with some other figuras to a very slight degree, 
but I don't think the thesis contradicts the main TT 
which Simply was that there was a narrowing. 


Sores toe er 


JUDGE HINKES: There may not. I can’t refuse to 
admit it and say you can't argue the issue. With the docu- 
ments in evidence, tha issue may be ergued. 

XI am not faxing that it differs, But it is being 
offered for the purpose of making argument on that BCQre. 
Under 11 the circumstances, then, it seems to me that the 
Respondent's exhibits must be received in evidence: : 

tT em only concarned about the thasis being received 
in its entirety. It is quite a document. 


3196 _— Collegy 

MR. ‘VALLS: What does Your Honor suggest? 

JUDGE KINKES: I notice you introduced certain 
pages of that thesis, 203, 204 end 208. 1 don't iknow Af you 
have other pages which you wish to refer to in the thesis. 
But let me say pexhaps we ehould simply receive those: speci tl 
pages that you have referred to and reserve to both parties 
an opportunity to ceffer in evidence other parts of ‘the thesis 
4f it is desized at a later date, when you have had‘a chance 
to review thea entire sake ind decide on sition portions 
you think are appropriate. «= ; = 

HR. SOEPPING: If he wants the thesis ine : — 
‘rather have the whele thesis in, 5 “3 

MR. FALLS: I have no objection. 

JUDGE HINKES: Very well. I theught perhaps it was 


too much of a burden on the parties, but if there is no objed 


tion, X think the thesis will hava to ke racaived in evidence: 


(the documents referred to were mecnteet in - 
‘evidence as Respondent Age Exhibits 12, 13,' "14 ana 15.) 

MR. SOZPYING: I do want to point out one thing. 
This is the kind of thing to which, as I said, we-htive been 
throwa thess things at us over the past ccuple of hours. 
There are quite a number of them. They are quite detailed. 
This is the kind of thing I am objecting to. 

If you look for RAGPX-15, 4£ you look at the middle 
of the pace, 301-690, they reached an e::trapolated tine 
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af 57.52. Now, what they aia — ay | 
| extrapolation? é 3 


1646 


MR. SORFFING: ‘That is correct. 

They took the jase 4ifference in minutes, 2. as, 
and used that with the 57.52, when at is clear that i they 
haa gona on to extrapolate the: ‘tines, the ai fference an 
might very well have been lower. ~ 

JUDGES HINKES: Yes, I: remambor that. 

MR. PALISs I have no objection to striking ‘from 
offer that portion of the material which appears balow the 
heavy line on the page, leaving in the footnotes. 

SUDGE HINKES: The brackets 501 to 600 and the 
matorial which explains time differences will os stricken. 

MR. SOZFPING: ‘Tha point X wanted to maka is that 
i think what Respondent's counsel " trying to do is that 
they used the general testimony to BAY, well, in order to 
uadexstand this very general testimony, we need to lock at 
Table 8, or Table 1, which they cali their Exhibit 8. thea : 
they but1é from Table €. to all these other documents on which 
he never testified ia direct, 

Fron that they cons up with figures like this, : 
where ws put in 57.52 plus thair orn figure. They said, well, 
we need this to contradict it, 60 they take a table. From 
thet table they start using all kinds of other charts to : 
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ude 


prepere hard data, none of which hs has had a chance to 


testify to on dixect, and which was on the matter of direct’ 
and cross. pai 4 Ee 

- JUDGE BINEES: what you say is “ae true, but 
that is part of cross-examination. eas 

I do think that you may wish to recall Dr. Sok 
eftex you have had a better chance £0 consider the documants 


and: have him testify further. That is entirely up to you. 


eewnv @& ow » & BW 


You are not 1st without any recourse. ite Miah sees 


oots 
e 


MR. SORFFING: All right. °° ~~ 

JUDGE HXUKES: As tho caso now stands, Dr. Solverso 
gave his auteten on a state of affairs. On croué-exdintua~ 
tion thure was an attenpt made to ‘cemcenerein thet ‘his- state- 
nant wes not entirely credible by reason of bis other writ- 
ings on the subject. : 


~ 


These other weitings hava been received in evidence 
together with some compilations made on such writings. - 

‘I don't think that I would say simply because you 
are not prepared — and now to take Dr. Solverson on 
xedirect and go into these decumonts that you are therefore 


ee 


unable to ¢o that. 
MR. SOEFPING: We don’t want to do that. x don't 
think we are zaying that. 
JODGS HINKRS: If you decide co later, you have 


not yet rested, and I would certainly entertain a request 


wa 
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for further —_— | cee 
e SORFFING: x think these are points ye: can 
brief rather than bring him back in. ae 
mn saat Yom soe soos Smee th cael 

JUDGE HINKES: That ‘is up to you. 

I think a macs of data such as wo have had here 
today would surprise no one if there was a call for a look 
at it. | a Coe , : ; 

WR, PARAS t had piked See Werks ethane support- 
ing materials, and the request wes apparently ecodes ei 


' X doubt very much thet after looking at that I will fina it 


necessary for furthes cross of Dr. Solverson, but I would 
lika to hold opan that possibility. 


SODGE HINEES: You have not yet had the other data |. 


given to you? 


MR. PALES: No. ‘ would not expect it to be given 


in the hearing room today. 


JUDGE HINKBS : very well. Certainly the request — 
may be made. 7: thare ia any objection, I will hear it, but 
that dosen' ‘foreclose your making the request and et & 
ruling from ms on the necessity for it. ee 

es Te there an}ttiieg lee that shoeld be taken a6 at 
thia cima? ; 

MR. MATHIAS: Yo, sir. 


JUDGE KINKSS: We will xecess at this time, resux 
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at July 9 at 10:00 a.m. for further testimony on behalf of 
Complaint Counsel. in 


3 
+. it 
ory *. aes 
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* 2 oe 


Thank yous. . as ; oa 
(Whereupon, at 4:05 p.m., the hearing in the above- 
entitled matter recesasd, to resume at 10:00 a.m., Vonday, 


ely 9,:1978.) eS a . TSS * mage 
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